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PREFACE 


These chapters are addressed to the most versatile business 
man of my acquaintance—salesman, credit man, traffic man, 
advertising man, banker, and both manufacturer and merchant 
—the export executive. I have tried to write them both for 
the beginner who fondly hopes for success in essaying the 
export trade, and for the man already trained who may some- 
times profit from new points of view. 

Call the Export Executive by what name one may, Export 
Manager, Foreign Sales Manager, Director of the Foreign 
Department, ‘he should be essentially an executive, but, as in 
most other positions in a business organization, he usually must 
grow into that job, progressing through successive stages of 
minor employment. I estimate that there are about 20,000 
concerns in the United States actively interested in export busi- 
ness. In some of them there is only one man devoted to 
exporting ; in others there are from 10 to 300 men engaged in 
that business. There must be, therefore, at least 60,000 men 
in this country who depend on the export trade for their daily 
bread, and as many more who should know something about 
’ it, while its underlying principles ought to be understood by 
every manufacturer and every student of business. 

So I have not devoted these chapters so much to specific 
instructions as to how to write export documents as to the 
broader aspects, very especially the subject which of late is 
chiefly concerning our best export executives—how to get more 
business abroad, how to get the largest possible business. This 
is what is now preoccupying the thought of the $10,000 and 
$20,000 men in the export trade. I have not devoted pages to 
statistics which vary from month to month, I have not attempted 
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specific instructions as to many minor details. I expect that 
any man gualified to become an export executive will ask his 
post office for rates and regulations affecting the mails, will 
consult his telegraph office regarding cabling, will refer to 
encyclopedias, an atlas, or a gazetteer for the location of for- 
eign cities. Strange, how many think it the easier way to write 
a letter to me or some one else asking such things! I do not 
attempt tables of consular regulations, because every such table 
is misleading three months after it is printed. Paper work 
designed to teach the preparation of documents must usually 
be forgotten when the young beginner gets a job with some 
concern which has its own preferred ways of preparing its 
documents. 

On the other hand, there are those very vital questions, what 
is the right conception of export trade, how may such trade be 
got, and how developed? There is the stern necessity of under- 
standing the elements of shipping, banking, and insurance, if 
one is to handle those features of export practice intelligently. 
To these subjects I have devoted the greater part of my atten- 
tion, following my conception of the export executive as a 
broad as well as clever man, as he must be if he is to be any- 
thing more than a pettifogger. 

B. OLNEY HoucH 
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CHAPTER I 


A RIGHT UNDERSTANDING OF EXPORT TRADING 


Introduction.—In beginning the study of the ways and 
means of possibly increasing business and profits through 
reaching out in correct and efficient ways into the markets 
of other countries of the world, it will be well first of all to 
remove from our minds some prejudices and misconceptions. 
Some of them are so common and prevalent as to be popular. 
Further, a word of warning is called for. Much advice is 
nowadays offered to American exporters. It should be 
examined and analyzed with judgment. From whom does it 
come? What is the experience of the man who councils us? 
If he is known as a successful exporter, is his experience limited 
to the one narrow line of work in which he personally is 
engaged, and may it be possible that conditions in that 
line are peculiar to it, and his recommendations therefore not 
applicable to other lines? Contrast, for example, methods 
and conditions in the automobile line with those affecting the 
marketing of cotton piece goods. Export trading is so varied 
and so wide in all its aspects, that the broadest and most liberal 
views must be entertained, free from personal, trade, or 
temporary limitations. 

No Mystery About Export Trading.—Doing business with 
other countries is, in essence, no different from doing busi- 
ness in our own. It is virtually only the extension of busi- 
ness on the part of the sales manager. It is true that certain 
formalities unlike those employed in domestic trade are 
involved, but they are simple enough to be readily mastered 
with a little study. It is true that a certain knowledge of 
markets is called for; but a modern domestic sales manager 
studies carefully and thoroughly his markets in this country, 
just as he does the psychology of his customers here, and so 
must he study his foreign customers. The same brand of 
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intelligence that makes a successful domestic sales manager 
will develop a successful export executive, merely by diverting 
that intelligence into another field. 

Export Trading Is Not New.—Many public speakers, 
especially politicians, some editors, and a few writers on export 
trade, are fond of speaking of the export trade of the United 
States as something very new—at least, recent. Nothing 
else so much exasperates men who have been personally 
engaged in export trade for 20 or 30 years, or manufacturing 
and merchandising concerns that have been exporting for 
from 50 to 100 years—and there are scores of them. American 
export trade began in our Colonial days and the early years of 
our national existence. Its story in those times is one of the 
most romantic and inspiring in our whole history. Even in 
comparative importance our export trade is not new, for it 
reached impressive figures 30 years and more ago. What is 
true is that a great many people in the United States have 
only in comparatively recent years waked up to the fact that 
it is possible to sell our goods in other countries. That 
happened not at all because of the World War, with its awaken- 
ing of general, popular, familiarity on paper with certain 
European countries; for our export trade in 1913, before the 
outbreak of war, was the largest ever before known, was 
perhaps as large as it has been more recently (due allowance 
being made for recent price levels), and was larger, in strictly 
domestic products, than the export trade of any other country 
with the exception of England. The history of the export 
trade is a long one of the utmost importance and greatest 
encouragement. It supplies a strong background, firm 
foundation, for courageous, enthusiastic future work. 

Our South American Not Our Whole Export Trade.—All 
too frequently we hear, from gentlemen none too well advised, 
references to our export trade as South American trade. More 
frequently still we are seriously admonished that we must 
look to South America for our export trade of the future. 
The truth is that South America is not now and never has been 
our principal foreign market. To quote figures here would be 
useless, as they change with the years, but as these pages are 
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written South America receives only about 7 per cent. of the 
goods we export, Europe 50 per cent., even Asia twice as much 
as South America. Nor do men thoroughly well informed as 
to the markets of the whole world regard South America as 
our most promising future foreign market. There are locally 
in South American countries too many apparently adverse con- 
ditions of politics, finance, population, industry, ‘and eco- 
nomics, to justify confidence that those markets will replace, 
within our lifetimes or those of our children, the more impor- 
tant positions as our customers of other sections of the world. 
The export executive must have a world-wide outlook, world- 
wide ambitions. Asia, even Africa, seems quite as likely to 
open up as does South America. Nor, let it here be added, is 
South America the easiest of all markets for us to enter; nor, 
again, is it the nearest to us, or the most approachable. Cuba 
and Mexico are in fact near to us and easily reached, American 
influence is strong in both—but they are not parts of South 
America, are indeed only small fractions of Latin America. 
The export trade of the United States reaches all around the 
world, to markets presently and prospectively quite as impor- 
tant and more important. 

Long Credits Not Necessary in Export Trading.—There 
exists possibly a wide-spread belief that to do export business 
one must extend long terms of credit. This is not true in any 
general way. In some branches of trade long credits are 
customary here at home in the United States, in other trades 
cash terms rule. So it is in the export trade to countries out- 
side the United States. Undoubtedly by far the greater part 
of American export trade has been secured and is transacted 
on the strictest of cash terms. Some American exporters 
grant credit terms of 30 days, or 60, 90, even 120 days, rarely 
if ever longer, and as we shall see when we come to study ways 
of financing foreign trade such credit terms do not necessarily 
involve loss of the use of money for similar periods—the 
exporter, if of sufficiently favorable standing, may have the 
money represented by his foreign invoices and still grant 
credits to his customers abroad. 

Nor do our competitors for world trade favor granting long 


6 THE EXPORT EXECUTIVE 


credits any more than do Americans. English and German 
exporters like to get cash just as we do. Perhaps they are a 
little more liberal than we in acceding to customers’ requests 
for credit terms (only in exceptional cases for more than 
4 months), but this may be regarded as good merchandising 
policy, when customers and conditions are thoroughly under- 
stood through long years of business relations. The effects 
of such competition on our American trade have clearly 
been negligible; for, in spite of our strong national preference 
for cash payments, our export trade has progressed fast and 
steadily hitherto. Our cash terms are more often than not 
modified by old, experienced exporters, and in such cases are 
virtually on a par with English and German practices. The 
man who is inexperienced in exporting may safely demand 
cash payments abroad, remembering that shrewd and sound 
merchants in every country under the sun realize theadvantages 
of cash discounts and that they have to pay for credit indul- 
gences; moreover, that an intrinsically desirable article will 
be bought at a fair price, irrespective of credit terms. Here 
again generalities count for nothing. Obviously there may be 
a wide difference between marketing a specialty, say a foun- 
tain pen, and marketing a bale of cotton, or a load of 
wheat. 

Little Danger From Cheap European Competition. 
Undoubtedly some things can be made and sold more cheaply 
in one country than they can in another. But when we 
acknowledge that, we may also remind ourselves that some 
things are made much better in one country than in another, 
and that not everybody wishes to buy the cheapest; in all 
countries there are may people who want the best, or a medium 
grade at a fair price. Hence when professional economists 
discuss learnedly the effects of prices in international trade, we, 
the individual manufacturers, may very wisely retort, ‘Our 
goods are different, are better, are worth more, will and do 
sell for more, because always there are buyers who appreciate 
values. Let cheap goods sell more largely, as perhaps they 
always have; if we can’t keep our level of values up to the level 
of our prices, then we deserve to lose trade.’’ There’s the 
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real rub, to keep our qualities above those of our cheap com- 
petitors. 

Very few American manufactured goods have ever been sold 
in other countries because they were cheaper than anything 
obtainable elsewhere. Practically all of our export trade in 
manufactured goods has been built up on quality, design, 
usefulness, novelty. It is not too much to say that American 
manufacturers have less to fear from cheap competition than 
manufacturers in any other country. This is to speak broadly, 
without denying that now and then, here and there, some 
manufacturing competitor in another country may produce a 
better article, or as good an article at-a lower price, and in 
consequence the United States may lose trade in that particular 
article. But we shall certainly have new articles to introduce 
by that time, while it is undeniable that our national ambition 
always has been to march at the head of the procession. 
Scores of actual illustrations might be quoted to demonstrate 
our ability to hold our own despite cheap European imitations 
of our goods. Of course we cannot sell everything we make, 
at least cannot sell everything everywhere, but we can and 
do sell almost everything we produce, somewhere. There 
seems little need for worry over dangers to our export 
trade as a whole because of cheaper price competition. 
Almost every manufacturer has to count with cheap 
domestic competition. Any man with a good article can sell it 
at a fair price in some desirable markets, abroad as well as 
at home. 

Tariff Barriers Are Not Insuperable.—Allied to the obstacle 
to the extension of our export trade, fancied in competing low 
prices of our competitors, is the possibly more serious one of 
the duties which some foreign countries levy upon imported 
goods. A fact worthy of note, however, is the result here- 
tofore notable that no foreign tariffs have operated to restrict 
seriously the general growth of American trade in the markets 
where our goods have had to meet such tariffs. It is true that 
in some special cases imports of certain articles have been 
restricted; but the loss in trade on such goods has been com- 
pensated by growth of trade in other goods. It is entirely 
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natural that high prices, whether produced by high import 
duties or whether by any other causes, restrict sales, but still 
the general principle holds good that a desirable article can 
be sold at a fair price, in some quantity, if not in large quantity. 
Moreover, everywhere, in all countries, there is a certain magic 
in the very word “imported” which creates some demand. 
We can see it in our own country. 

The really serious aspect of foreign tariffs is found when they 
discriminate against American goods. So long as our goods are 
admitted into a market on the same basis as those made in 
any other country we have no serious cause for worry. When 
the products of some competing country are admitted into a 
market on considerably lower rates of duty than are ours, then 
there is discrimination which may be as irritating as injurious. 
But this rarely happens. In almost all countries the United 
States enjoys the “most favored nation’’ tariff treatment—in 
one or two markets, notably in Cuba, we enjoy tariff pref- 
erences over other nations. Even where there has been dis- 
crimination against us, we have still done business; for example, 
in American shoes when the French duty imposed a far heavier 
impost on our products than on English or Italian or Swiss 
shoes. 

Similarly, the result of the British Imperial reciprocity has 
by no means killed American business, in spite of advantages 
offered by some of the Colonies and Dominions to British- 
made products. When Australia, for example, offered British 
goods advantages over American-made goods of from 5 to 
20 per cent. in her duties, a great many American manu- 
facturers and their agents in Australia were seriously disturbed 
and prophesied that no more business could be done in 
Australia in those particular articles. Their fears have not 
been justified by results; we are still exporting those goods to 
Australia, in some lines are exporting more than we did before 
the higher imposts on our goods went into effect. None the 
less, the tariff situation in all foreign countries demands the 
careful and studious attention of every exporter, as well as our 
National Government, and perhaps some ingenuity in meeting 
and overcoming peculiar conditions. 
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Possible Menace of Local Foreign Factories.—The com- 
petition of foreign factories is a consideration closely related 
to the possible menace of foreign tariffs. The ambition and 
the tendency of all countries as they advance in industrial 
development are to make themselves self-contained and self- 
supporting so far as possible. Tentative attempts are made 
at local manufacturing of goods of large consumption, that are 
apparently easy to produce; often these attempts are inspired, 
fostered, and even promoted by governments. Protection to 
native industries is often one of the chief objects of tariffs. Aus- 
tralia puts a high rate of duty, designed to be virtually prohibi- 
tive, on complete automobiles and a lowrate on the barechassis, 
in the effort to promote local manufacture of automobile bodies. 
American shoe manufacturers were frightened by the rapid 
growth of shoe factories in Argentina followed by the imposi- 
tion of excessively high duties on imported shoes. But, some- 
how, complete automobiles continue to be exported to Aus- 
tralia, and perhaps Argentina forgets that Germany and 
France, for instance, have far more highly developed and 
experienced shoe manufacturing industries than she is likely 
to have for generations to come, but that these other highly 
developed systems are not sufficient and that those countries 
with their tariffs, to say nothing of England and other manu- 
facturing countries, still import American shoes. In our own 
United States, with one of the highest tariffs in all the world, 
although we boast large and good silk and cotton goods 
factories, we still import tremendous quantities of foreign 
silks and cottons. Once again, what is better, or preferable, 
or sufficiently different, may be sold everywhere,-and once 
more the real question is adroit salesmanship and skilful 
sales management. 

Americans to Do American Business Abroad.—One of the 
popularly appealing slogans of many public speakers is the 
cry that to do satisfactory business in American goods in 
foreign countries we must have Americans to handle our goods 
in those countries. The cry rings loud and convincingly from 
the patriotic platform speaker—but it is not true, and it is 
essentially, narrowly, provincial. Neither Germans nor 
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English have ever been heard making such an appeal. More- 
over, it is disproved by the experience of a number of big 
American concerns, who for 30 or 40 years past, in many 
foreign branches, offices, and plants, have experimented both 
with exclusively American staffs and with mixed or native 
staffs. Probably more such foreign branches of American 
houses are manned by foreigners than are manned by our own 
people, though it is true that the chiefs of such branches are 
usually Ameritans. 

The claim that ‘‘we never can get our share of the business of 
the world until we have American merchants and agents 
abroad to handle our American goods,’’ as it is sometimes 
extravagantly made, is based on the assumption that foreign 
representatives are morally certain to neglect, if not ‘‘betray,”’ 
American goods which they handle, in favor of goods made by 
their own countrymen, or in favor of some cheaper goods; 
further, that no one knows how to sell American goods so well 
as Americans. We may grant without stretching our conceit 
too far that Americans are the best salesmen in the world; but 
in the same breath we must claim that Americans are shrewd 
merchants. If we had twenty American merchants of the 
largest caliber imaginable located in Rio de Janeiro, for 
example, the whole lot could not possibly handle all of the 
American goods that seek an outlet in Brazil, and not one of 
those twenty big American merchants would buy any and every 
sort of goods merely because they happened to be American 
goods, nor assume any American agencies from purely patriotic 
reasons, nor handle or push any goods “in the American way” 
unless business and profits in sight, or prospective, appealed 
to him as peculiarly desirable. On the other hand, as shrewd 
merchants, they could not restrict their efforts to American 
products exclusively, for they would see opportunities for 
profits also in some English, German, French, Belgian, or 
Italian goods. These imaginary twenty big American mer- 
chants in Rio.de Janeiro ought not to be accused of “‘betray- 
ing’’ American goods or American manufacturers if sometime a 
European manufacturer were to come along with an article a 
little better or different from some American article which 
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seemed to present more attractive sales opportunities, and 
in consequence, the American article were dropped and the 
European taken up. If they did not do so they might justly 
be accused of negligence to their own intérests and those of 
their heirs. 

Now put the boot on the other foot. An American line 
can be handled in a foreign market by a Brazilian house just 
as a German line can be handled by an English house, and 
hundreds of them are. A German representative of an 
American firm in Chile will not “‘betray’’ his American prin- 
cipals unless he can find something more desirable, better or 
both better and cheaper, from Germany—or anywhere else. 
Asa good business man he will pursue policies.that seem to him 
most likely to be profitable. It is the part of the American 
principal to protect his own interests—no Aa EES is likely 
to protect them for him. 

Similarly, if it is true that Americans are the best salesmen 
in the world, at least know best how to handle American goods 
to the satisfaction of American manufacturers, and that busi- 
ness men of other nationalities are lacking in American 
qualities of energy, push, ingenuity, and cleverness in intro- 
ducing goods, is it not also true that not all Americans are 
clever, that some of them are stupid, that out of, say, ten 
salesmen two may be found by their employer good or satis- 
factory, five mediocre, and three absolutely useless? Hence, 
does it not follow that the real task in developing export busi- 
ness is not the chimerical one of finding Americans to do 
American business, but rather of educating, assisting, cooperat- 
ing with the best concerns that can be found in any market, no 
matter what their nationality? Here, in the cooperation to be 
offered to foreign representatives, lies the great opportunity for 
the American export executive. 

Must We Have American Ships to Carry American Goods? 
It is exceedingly difficult to discuss the subject of an American 
merchant marine, because, to put it bluntly, to.discuss it from 
a business point of view is to offend and sadden the patriotic or, 
rather, the sentimental. We all of us take no end of pride 
and pleasure in seeing the stars and stripes flying from American 
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steamships in every harbor of the globe. We ought to have 
American ships for a number of good and convincing reasons. 
But one of those reasons is not the argument that American 
export trade will be increased thereby. Nor is one of those 
reasons the querulous, resentful complaint against an imaginary 
“tribute”? paid to foreign shipowners in the way of freight 
moneys, etc. 

American exporters do not pay the freight charges; the 
foreign importer pays them. The American exporter some- 
times is, always may be, bound by the instructions of his foreign 
customers as to the line of ships by which the customer’s 
goods shall be dispatched; even if the exporter prefers to ship 
by an American line, his customer may not share his preference, 
but may instruct shipment by a British, or some other, line. 
Routing export shipments does not depend on any patriotic 
impulses. First of all come business advantages. If American 
lines of steamers are as efficient, as well managed, if they offer 
as good facilities and as favorable freight rates as competing 
ships under other flags, then, and then only, do they receive 
equal consideration by both exporter and importer. No 
American exporter will imperil his own business by going 
contrary to his customers’ wishes or instructions, or penalize 
his customers by shipping their goods by unsatisfactory ser- 
vices. 

Not every manufacturer owns his trucks or drays—many 
find it more economical to contract with some outside, 
independent trucking company to deliver their goods to the 
railway station. So with ocean shipping; if it is cheaper or 
better to employ British, Norwegian, or some other ships than 
American, why not do so? Asa matter of fact a great many 
ships under foreign flags are owned by Americans, and freights 
paid them do not go abroad but are returned to this country. 
However, the whole question is strictly a business proposition 
—those ships will be patronized that seem most desirable and 
satisfactory. 

American export trade increased regularly, systematically, 
and by leaps and bounds, before 1914, before we had any over- 
sea ships under our flag worth speaking of. It is supremely 
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ridiculous to argue that some other result will occur in the 
future unless we have American ships. American prestige in 
general, and respect for American trade, will be increased by 
the more frequent appearance of the American flag in other 
parts of the world, but the extension of business depends on far 
more serious considerations—on our goods themselves and on 
their management. 

By all means let us get, or keep, our American merchant 
marine, if we can do so in any reasonable way. But our export 
trade does not depend on it, may not materially be affected by 
it. The exporter’s point of view is merely that of the business 
man and taxpayer. 

Foreign Branches of American Banks.—It is only a few 
years ago that we heard very frequently the emphatic declara- 
tion, “Our export trade cannot increase without foreign 
branches of American banks.’”’ Developments of the World 
War brought about the establishment of scores of branches of 
large American banks in other countries. Only a few of them 
remain in existence as this is written; perhaps nine out of every 
ten foreign branches have been discontinued, closed up. So 
vanishes one of the most eloquent cries of our amateur advisers 
in foreign trade. Asa matter of fact, it never was necessary 
for the success and progress of our export trade that we have 
American banks abroad. The big export business we had 
developed before 1914 was secured without the assistance of 
banks of our own nationality, and its financing was adequately 
and satisfactorily taken care of by foreign banks, on even bet- 
ter and more economical terms than have since been available. 

Some of the foreign branches of American banks were of 
assistance to American exporters; some of them were not, and, 
worse than that, made a distinctly unfortunate impression as 
to our national financial and business methods. As in any 
business, the success of a branch bank depends on manage- 
ment, to some extent on personality. The mere establish- 
ment of a foreign branch means nothing, either to a bank or,to 
a manufacturer. <A serious, carefully studied and well-con- 
sidered plan and purpose, grounded scientifically and with 
full knowledge of conditions, is demanded in either case, with 
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shrewd business management. In any event, the charges that 
foreign bankers who handled collections for American exporters 
“betrayed” them to our competitors have never been proved, 
and, from the very nature of the business involved, seem to 
well-informed men most unlikely to be true. So, too, objec- 
tions to paying a so-called “tribute” to foreign banks in the 
way of commissions or collection charges, are scarcely justi- 
fiable on economi¢ grounds, in view of the large excess of our 
exports over our imports which has to be offset somehow; and, 
besides, why should business not employ the most economical 
and most efficient servants available, irrespective of their 
nationality? 

We may all of us take a patriotic pride in the establish- 
ment of American banks in foreign commercial capitals, but 
their absence constitutes no danger and involves no handicaps 
to our export trade. 

Mistaken Efforts of Government to Promote Exports.—We 
may here consider for a moment certain efforts of our national 
Congress professedly designed to foster our export trade; 
because every man engaged in that trade ought to take a live 
and an intelligent interest in all that Washington does that 
has any bearing on the nation’s foreign relations in any respect, 
and ought to bring such influence as he can command to bear 
on those in authority to do things thoroughly well, besides 
wisely and diplomatically. For example, however desirable 
and necessary it may have been to exclude Japanese immigrants, 
it is questionable, if a certain Act of Congress was wise, whether 
the result might not equally as well have been accomplished in 
a more diplomatic fashion that would not have given deep 
offense to the whole commercial community in Japan and 
possibly set back our trade there by 20 years. 

One example that bears directly on American exporters and 
our export trade was the passage of what is known as the 
Webb-Pomerene Bill, which had for its purpose the legalizing 
of combinations of manufacturers of competing articles, when 
organized solely to do export business, permitting them to enter 
into price agreements for exporting only, as they are expressly 
prohibited from doing in our home markets. This measure 
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was strongly urged by many prominent manufacturers, some 
of them actuated by purely altruistic, if idealistic, motives, 
others by self-interest. The theory involved was of the very 
soundest: combinations among competitors to do business in 
other countries certainly, by all means, ought to be permitted; 
our domestic laws ought not to apply when we have to come 
into competition in other countries with foreign manufacturers 
who are not subject to such restrictions as we have here at 
home. But that Act has not been successful; that is, little 
advantage has been taken of the privilege extended by it. 
One reason is that Congress thought necessary to embody in it, 
for the supposed protection of the American public against 
possible depredations of ‘“‘trusts,”’ certain restrictions that 
- proved intolerable in actual business practice, such as the 
provision that goods made for export by such a Webb-Act 
Corporation, as such combinations are popularly known, may 
not afterwards be sold in the United States. What about 
orders canceled while en route to destination, or what if a 
customer fails before delivery of the goods? At least one 
Combination under this Act found this provision a serious 
handicap in competing with an outside, independent manu- 
facturer not subject to the same legislation. The latter could 
recover his goods and resell them in this or in any other market: 
the former could not, at least easily or without a tremendous 
amount of red tape. Nor does there seem the remotest 
probability of any adequate amendment to the present Act; 
Congress is too intent on posing as a protector of the prole- 
tariat against fancied robberies by combinations. The point 
here made is that men engaged in export business must actively 
interest themselves in influencing Congress to enact legislation 
intelligently designed to promote our foreign interests. Many 
members of both houses of Congress come from interior, 
agricultural, non-manufacturing, districts, and have small 
conception of foreign trade or foreign relations. 

If another example is wanted, it may be found in the refusal 
of Congress thus far to relieve American concerns established 
and doing business in foreign cities from the double taxation 
under which they at present labor, penalizing them heavily 
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for the privilege of being American, in competition with British 
and other nationals doing business side by side with them in 
the same cities who have but one tax to pay. True, Congress 
has passed an Act of this general nature applying to American 
firms in China, but even that is not wholly satisfactory. Is it 
not clear that every man having foreign trade interests must 
know what goes on at Washington and must bring to bear such 
influences as he can command to insure broad and liberal 
legislation, without petty, provincial limitations? 

Must Goods be Changed to Get Export Trade?—The answer 
to this question is, no. In many cases goods as we make and 
sell them here at home may advantageously be changed or 
modified in some particulars for some export markets; but 
there is little if any real foundation for the criticism often made 
of American manufacturers for their inflexibility in acceding 
to requests for changes made by foreign customers. Our goods 
are made in the fashion we make them ordinarily because 
we believe they thus offer the best there is to be made, and our 
factories are adapted to production of these goods in quantities, 
mass production as it is called in Europe, economizing costs 
and making possible far more advantageous selling prices. We 
may more profitably expend our efforts in demonstrating to 
our export customers the desirability of our goods in the fashion 
in which we usually make them than in endeavoring to make 
something different, necessitating heavy increases in manu- 
facturing expense. The latter is a point that comparatively 
few customers in other countries understand—that is, quality, 
attractiveness, desirability, combined with appealing prices, 
made possible by large-scale production—because manufac- 
turing, in general, is on a small scale in all other countries, 
and, therefore, it is easy to vary details in the make-up of an 
article without disrupting the manufacturing system and 
without increase in cost, labor being so much cheaper than in 
the United States. 

The very principle underlying the growth in popularity and 
sales of American goods in the world’s markets has always 
from the beginning been the combination in them of utility 
and adaptability with high quality at low (comparative) 
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prices. But when we say that it is not necessary, or at least 
not unavoidable, that we change our regular goods for the 
export trade, that is not to deny that it may often be possible 
to adapt them better to the tastes and requirements of foreign 
markets, without great difficulty or increase in costs; and, 
when this can in any way be accomplished, surely the manu- 
facturer is blind who will not listen to the recommendations 
of his export executive. The question should always be: 
How will cost be increased? or, does actual or prospective 
demand warrant the investment required (if any) in new plant? 
Sometimes irritating and perplexing problems of this nature 
arise. For example, what is a paint manufacturer to do when 
some countries where he has a considerable business pass 
legislation forbidding the sale of goods in any other measures 
than the metric liter or the imperial gallon? The paint 
manufacturer is equipped only with tins to contain our Ameri- 
can gallon, quart, pint, etc. The British, or imperial, gallon 
and its divisions are one-fifth larger than the American 
measure. It becomes a question, then, of going into a heavy 
and complicated expense in securing new tins and revising 
established prices to apply to the new and larger measures, or of 
abandoning a market that has been desirable and profitable— 
unless our State Department can diplomatically secure 
from the foreign government authorities revocation or modi- 
fication of its new restrictive legislation. Is government 
interested in business? It must be. The foreign govern- 
ment is, of course, wholly within its rights in objecting to 
having something masquerading as a gallon, which is one-fifth 
smaller than the gallon with which its people are familiar. 
We have our own pure food and other laws designed to protect 
the American public against similar misrepresentation. If 
the manufacturer cannot, with diplomatic assistance, get his 
goods admitted in the old tins, relabeled. as holding only 
certain fractions of an imperial gallon, quart, pint, etc., then 
to stay in that market he must have new tins made. But 
his line embraces no less than 1,000 varieties and sizes of tins. 
Since he cannot, obviously, contemplate making tins of 1,000 
new sizes, he is faced with the problem of standardizing all his 
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products into a few uniform sizes and styles, or limiting his 
exports to only a few products to be supplied in the imperial 
measures, or giving up trade altogether in the markets in 
question. Surely, in this as in any conceivable complication, 
the adroit and aggressive manufacturer will exhaust every 
resource that ingenuity can suggest to hold and to increase 
trade. 

In a general way, when there is no legislation to be con- 
sidered, the principle must always be, ‘‘Let the customer be 
pleased ;’’ make changes to suit him, when possible; persuade 
him the goods are better as they are, when changes cost too 
much or would increase prices unduly. While it is all too 
true that American manufacturers quite unreasonably refuse 
to alter their goods to suit tastes or requirements of foreign 
markets, yet in this they are not worse than the English; 
and it is a fact, proved by the experience of many years by 
scores of exporting manufacturers, that foreign demands for 
changes more often than not arise out of a mere whim on the 
part of some individual customer and are wholly forgotten 
once the whim is forgotten. 

What Is a Favorable Balance of Trade?—Once upon a time 
it was almost universally believed that the more a country’s 
exports exceeded its imports the better off was it financially 
andeconomically. Remnants.of that theory still persist; wesee 
them in the flourish the newspapers make over the great excess 
of the exports of the United States over our imports, yet every 
one knows that in some fashion exports and imports must 
exactly balance each other. Nations that buy more from us 
than they sell to us must adjust the balance in some fashion. 
The easy way would seem to be to ship over the necessary 
amount of money; but there are many reasons why this is by 
no means desirable and reasons why a big, disproportionate 
accumulation of gold (the universal standard of value) in any 
one country is not only undesirable but actually disquieting. 
It is true that the creditor nation may make immense loans to a 
debtor, or some other nation, but those loans must some day be 
repaid to the lending country and further aggravate the situa- 
tion; for both exports and imports include not only com- 
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modities, but such ‘‘services’” as freights and insurance and 
bank charges payable by one country to another and remit- 
tances of money, whether in the way of private charity or as 
large national loans or payments of indemnities. The subject 
is quite too complicated for discussion here, as it is needless for 
present purposes. The student who is interested is recom- 
mended to any of the larger standard textbooks on economics. 

The purpose of this present reference to the subject is to 
emphasize the necessity of imports by any country that wishes 
to export its own products. No country can, in this era of 
civilization, be self-contained or self-sufficient. It would be a 
most undesirable state of affairs, if it were possible. In the 
United States we have a popular, constitutional or inherited, 
terror of the competition of ‘‘imported”’ goods with our own. 
It is time that we realized that the more nearly our merchandise 
imports balance our exports, the more healthy will be our 
economic position, and the stronger our position as exporters. 
We must buy as well as sell. 

Bug-a-Boos in the Export Trade.—The foregoing remarks 
are intended to clear the air for the man who contemplates 
studying and entering the export trade. The points that have 
been made are not to be considered as incentives to undertake 
that trade; but have been introduced to show that many of the 
supposed difficulties of export trade are but so many bug-a- 
boos that are not to stand in the way of undertaking it when a 
man seriously and intelligently wishes todo so. Noman ought 
to be encouraged with any pleas or arguments to adopt export- 
ing as a business. No man should so adopt it unless with the 
utmost seriousness and after having studied its possible 
disadvantages as well as advantages. 
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CHAPTER II 
ORGANIZATION OF AN EXPORT DEPARTMENT 


Active Personal Interest Required.—Efforts to develop 
business in other~countries of the world presuppose a real 
and an active interest on the part of those who are to benefit 
by the new trade. No matter what form such efforts may 
take, to be successful in any way other than a haphazard one 
involves knowledge of facts and methods and the devotion of 
time and thought to the efforts. As will appear the further 
we proceed in the consideration of practices in the export trade, 
it is possible for a manufacturer to shirk almost all of the 
detail work connected with exporting, even to entrusting the 
getting of orders to some one not in any way connected with 
his own concern. He may thus dodge the whole issue; but, 
unless he stands back of the work, understands it in principle, 
and follows it from month to month and year to year in the 
person of a qualified member of his own organization, he will 
find himself occasionally stranded high and dry through the 
defection, failure or death of some of the outside agencies on 
which he has depended and, what is even more important, he 
will never be successful in.securing more than a small fraction 
of the volume of business that properly should be his. A 
small export business is nothing in itself unless it is recognized 
as a hint of and a clue to a very much larger business which it 
may be possible to secure. One order from Peru or Australia, 
if it means anything at all, means that there are many other 
orders to be had from the same markets. An order from a 
customer once every year, agreeable enough in itself, is of 
slight importance unless it be realized that there ought to be 
two orders instead of one every year, and that the reason why 
they are not received is that something may be wrong with 
the exporter’s methods or spirit in selling, handling, or cooperat- 
ing with the customer. 
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Since some sort of organized effort to get and properly 
handle export trade is obviously necessary, the various forms 
that such effort may take will now be considered. First of 
all will be taken up what is probably the cheapest form of 
organization; that is, the most economical so far as concerns 
the outlay of money required, though perhaps not always the 
cheapest in ratio of expense to returns. 

Export Managers Who Work for Several Manufacturers. 
The manufacturer, particularly the manufacturer located at an 
interior point some distance from a leading seaport and center 
for exporting interests, may think it desirable to relieve him- 
self of the detail work connected with correspondence regard- 
ing the development and the handling of export business and 
even the solicitation of export orders, through arrangements 
with manufacturers’ combination export agents. Consider- 
able numbers of such agents exist at principal seaports, not 
only in New York, but in London, Hamburg, etc. Their 
functions vary. Each one usually represents a number of 
manufacturers, sometimes in diverse branches of industry. 
They sometimes operate strictly on a commission basis; more 
frequently, perhaps, they require pro rata cash contributions 
from the different manufacturers whom they represent, a 
small amount per month or per annum, to assist in meeting 
the necessary overhead expenses, office rentals, stenographers’ 
and clerks’ salaries, postage, etc. Sometimes they attend to 
the forwarding and financing and take care of every detail 
connected with the carrying on of an export business, save only 
the manufacturing processes and the packing of goods; 
but sometimes they restrict themselves merely to the getting 
of orders and the promotion of trade. It must be well under- 
stood that the representatives just mentioned are agents, pure 
and simple—salesmen, or export managers for a group of 
manufacturers, on a commission basis. They do not buy 
any goods for their own account. No questions of financial 
responsibility are involved, although the question of character 
and moral responsibility may be even more vital. 

It is obvious that making arrangements with such a manu- 
facturers’ export agent representing a number of principals 
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will often be somewhat more economical than the employ- 
ment of his own exclusive export manager by a manufacturer, 
and may on this account’ alone appeal to comparatively 
small concerns that do not wish to assume more expenses than 
can be avoided. It must be equally obvious, however, that 
the manufacturer’s interests are not best subserved by merely 
turning over his export trade to such a combination agent. 
There still remains, and always must remain, the necessity for 
the manufacturef® to produce his wares suitably and properly 
for the export business, pack them for export, and dispatch them 
from the factory in acceptable ways. Moreover, in each and 
every case it remains the manufacturer’s obligation, as well as 
interest, personally to supervise and inspire his export agent, 
to know what the agent is doing, to insist on his doing his 
utmost and that he give the manufacturer’s line its fair share 
of his time and attention. The choice of the export agent, in 
the first instance, should be made after personal inspection and 
acquaintance, just as any salesman should be chosen, and 
after a knowledge of the experiences that other manufacturers 
whom the agent has represented have had with him. Then 
the agent must be educated in the manufacturer’s products. 
He should, if possible, be taken to the factory and learn what 
the goods are and how they are made, and be taught the 
sales arguments on which the success of the manufacturer is 
founded. 

The weakness of the manufacturers’ combination export 
agent is the weakness inherent in any combination effort. 
Divided attention can never be so efficient or successful as 
individual attention. Some of these export agents control 
only four or five lines, others handle as many as fifty lines or 
more. Clearly enough, even if only four or five lines are to 
be promoted by the export agent, his interest in one may out- 
weigh his interest in others, or, finding one or two easy for 
developing, his natural inclination will be to give most time 
and interest to them at the expense of others that are much 
more difficult, and therefore by no means so remunerative. 
Possibly this natural inclination of the agent may be offset to 
a certain extent by the personal efforts of the manufacturer 
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himself in working with the agent and keeping eternally after 
him, helping, encouraging, and inspiring him through corre- 
spondence, as any salesman must be backed up, as well as by 
frequent personal visits back and forth between agent and 
principal. 

Such combination export agents get their jobs through 
direct solicitation; that is, they ask for the agencies which they 
want or which they think it may be easy to secure. It 
follows that manufacturers must be exceedingly careful in 
selecting from the applications which they receive. Experi- 
ence, record, previous success, as well as innate ability, must 
be considered. It follows, too, that the obtaining of a number 
of agencies, which, combined, will make the agent’s enterprise 
profitable, is by no means quickly or easily performed. The 
man who, having had some export experience, aspires to set 
up for himself as a combination export agent, must face this 
difficulty and be prepared to wait, possibly many months, 
before he succeeds in making the combination that he wants, 
or needs. Then there is this further irritating and expensive 
handicap to the business of export agent: practically invari- 
ably it happens that one manufacturer in an agent’s combina- 
tion will become dissatisfied with the services he receives and 
will discontinue relations, perhaps abruptly. Then it becomes 
necessary for the agent to find some other principal to 
fill the place thus left vacant in his combination. Some agents 
of this description are known to spend two or three months in 
each year scouring the country to obtain new agencies. Indeed 
as atule the lines represented by any combination export agent 
are constantly changing from year to year. 

Incidentally, it should here be remarked that almost 
precisely the same handicaps to both parties to the under- 
taking are to be noted in the occupation and services of com- 
bination foreign traveling salesmen, whose operations will 
be considered in a later chapter. This sort of traveling 
salesman is like the manufacturers’ combination export 
agent, in that he carries the lines of a number of different 
manufacturers. But the foreign traveling salesman who 
represents a combination of manufacturers must present 
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himself in person to the prospective customers abroad, hence 
must have some intimate knowledge of the markets he visits 
as well as a desirable personality, ability in languages, and 
technical knowledge of his wares. The combination export 
manager at home may perhaps better handle diverse and 
contrasting lines, because the chief, or at least a large, part 
of his business is almost always with the export houses in his 
own seaport, who’are never technical experts themselves in 
any branch of industry but among whom good-will and 
acquaintance are the essential things. Or, part of the com- 
bination export manager’s foreign business will be developed 
by correspondence with foreign buyers, in which case success 
depends more on ability in writing effective sales letters than 
on an intimate technical knowledge of his wares. 
Combinations of Manufacturers in Export Trade Companies. 
Another form of combination effort has developed in the 
United States through the organizations formed exclusively 
for export development under the terms of the Webb-Pomer- 
ene Act (1918), as elsewhere explained. At this point the 
comment may be offered that such combinations are likely to 
be subject to precisely similar conditions and criticisms as any 
other combinations. They offer certain advantages, they 
possess certain inherent disadvantages. 
What is popularly called a Webb-Act combination is one 
composed of directly competing manufacturers or producers, 
marketing what is to all intents and purposes identically the 
same article or product; for example, a combination of makers 
of Portland cement, a combination of miners of phosphate 
rock, a combination of shippers of Douglas-fir lumber, a 
combination of makers of caustic soda, a combination of 
copper smelters, or combinations of manufacturers of such 
more elaborated articles as elastic webbings, or leather belting, 
or locomotives, or canned goods. There has never been any- 
thing illegal or anything to prohibit or restrict a miscellaneous 
combination. For example, a copper company, a locomotive 
manufacturer and a leather-belting manufacturer were always 
at liberty to join together in a combination export organiza- 
tion, and something of the sort has frequently been attempted 
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in the past. The privileges granted to combinations for 
export under the Webb-Pomerene Act essentially rest upon the 
right of direct competitors to make, for export trade purposes 
only, uniform non-competing prices, by agreement among 
members of the combination, who might, in default of such an 
agreement, be disposed to cut prices on occasion, or sometimes 
find themselves at the mercy of combinations of buyers formed 
in other countries. 

It should be plainly understood that there is no magic in 
the mere words ‘“‘Webb-Act Combination.” The success or 
failure of any such organization depends on its management. 
This has always been true of domestic trusts, syndicates, 
cartels, and ‘“‘gentlemen’s agreements.’ Neither is there any 
magic in the adjective ‘‘export,”’ unless the export combina- 
tions are recognized as purely and simply business organiza- 
tions for the better, larger or more profitable development of 
the trade of those interested. Unless ably managed with 
such ends only in view, such organizations, like any others, are 
predestined to failure. 

Advantages of Combinations.—Among the advantages of 
combinations for export trade under the Webb-Pomerene Act, 
are the following: (1) Economies in operation, one export 
office, a single export manager, the transactions of two or three, 
or a dozen or twenty, individual concerns reduced to a single 
transaction only. (2) The concentration of effort, resulting 
possibly in larger trade and quicker results. (8) More able 
export management. One carefully selected export manager 
may be more successful than would a number of export 
managers operating individually, and chosen not always with 
the best judgment by separate members of the combination. 
(4) Higher prices for the product, or at least more uniform 
prices. The union of competing interests among the leading 
houses in a given line of trade naturally eliminates the 
occasional desire of one to secure business at the expense of 
another through quoting lower prices. (5) A larger export 
trade in the aggregate than would be secured by the individual 
and sometimes haphazard methods of the members of the 
combination operating separately. This, again, quite obvi- 
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ously depends upon the ability of the central management of 
the organization. 

Disadvantages of Combinations.—There are certain dis- 
advantages attaching to such a combination of directly com- 
peting interests. (1) The communizing of all leading interests 
within a given industry inevitably results in the loss of 
individuality, which may mean the loss of keen, active interest 
on the part of the’ units involved in such a combination, and 
in some cases an even more serious loss, namely: (2) The 
suppression of individual brands. Manufacturers of finished 
goods, especially highly elaborated articles, almost always 
build their reputation and the volume of their trade on the 
basis of the quality, or the special characteristics of their 
products, and rely to a large extent on the name and fame of 
their house or their brand. If these are suppressed, or allowed 
to be forgotten, in the organized combination effort within the 
trade to develop the total export sales for all members of the 
combination, then a really important element in the prosperity 
of the individual unit is forever lost. (3) A disadvantage in 
combined non-competitive prices is sure to be found if the 
management adopts the principle of ‘‘all the traffic will bear.” 
It is one thing to insure against selling prices that involve 
actual losses, or insufficient profits, and quite another thing to 
follow the human, if unintelligent, disposition to get as much 
money for goods as possible. Here again enters the question 
of able, broad-minded management. 

Method of Operation of Webb-Act Combinations.—Com- 
binations under the Webb-Pomerene Act, as thus far organ- 
ized, involve two dissimilar methods of operation. In some, 
the effort is made merely to secure tonnage, and the volume of 
business secured is apportioned among the members of the 
organization as their individual requirements may make 
advisable. One unit of the organization may be short of work, 
or have few orders ahead of it, while other units may be ~ 
involved in heavy contracts sufficient to keep them at work for 
a long time in the future. In such case, the weaker member 
receives the export business which has been secured, or a large 
part of it. Again, it may happen that a certain member- 
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firm in the combination has better facilities than another 
member for turning out a product with certain desirable 
characteristics. While considerations such as these are of 
direct and real benefit in certain industries—for example in 
the lumber, copper, and phosphate trades—yet they are not 
likely to appeal with much force to makers of branded goods, 
who may be rather proud of the peculiar characteristics of their 
products for which, indeed, foreign buyers may express a 
preference and which they may even demand. It is difficult 
to see how apportionment of export tonnage can be satis- 
factorily made in the case of combinations of, let us say, boot- 
and-shoe manufacturers, or hosiery manufacturers, or pre- 
pared-cereal manufacturers. 

Some of the combinations heretofore organized under the 
Webb Act have been merely ‘“‘gentlemen’s agreements’ to 
maintain uniform, non-competing prices and have not inter- 
fered in any other way in the individual conduct of the export 
business of each member company. Such combinations are 
said to have worked with as great satisfaction as might be 
hoped, the legitimate initiative and enterprise of each manu- 
facturer not being restricted in any respect. 

Weakness of Webb-Act Combinations.—The great inherent 
weakness likely to discover itself in a Webb-Act combination, 
as in any other, is the very natural unwillingness of a manu- 
facturer or producing company of any description to forget or 
to submerge its individuality, and to surrender its interests to 
the combination; therefore, it may do so only in a tentative 
and temporary way, reserving to itself the privilege of with- 
drawing from the combination if dissatisfied. ‘The member of 
such a combination who for one reason or another does not 
receive as large an export business as he had formerly been 
receiving in his individual capacity, or as large a business as he 
had hoped to receive through the combination, may, not 
unnaturally, prove dissatisfied and recalcitrant. Another 
weakness quite likely to discover itself, as has happened so 
often in the case of all sorts of combinations in times gone by, 
is the play of internal politics. An influential unit in the 
combination may insist on dominating the whole, the head of 
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one member concern may pull wires and put in his son-in-law 
as export manager, irrespective of the wishes and the judg- 
ment of the other members) To be successful, any combination 
effort must be shrewdly and ably organized, and managed as a 
separate and distinct business enterprise on its own account, 
failing which it will fail of success, or will result in a mediocre 
affair without importance, just as would the individual enter- 
prises of the different members of the combination. 
Expositions as Means of Promoting Export Trade.—Among 
other forms of combination efforts for the development of 
export trade may be mentioned the time-worn theories of 
national exhibits of a country’s products in desirable foreign 
markets. There have always been with us the promoters 
and advocates of such exhibitions, and since the World War 
there have been more of them than ever. Indeed, advocates 
of such enterprises have not been lacking among men in high 
and official positions both in England and the United States. 
Such national exhibitions of a country’s resources, products or 
manufactured goods always, of course, have a certain and 
perhaps a considerable advertising value. Whether it is good 
value for the investment required is a question to be determined, 
in each instance, as any other business policy or investment 
should be considered. Like all other forms of world’s fairs 
or sample fairs, actual returns from exhibits depend upon the 
effort made by the exhibitor actually to get business. The | 
mere display of goods in a show case rarely, if ever, develops 
actual or direct business of importance. Even the attendance 
at or near the show case of some individual who sells his services 
to sundry exhibitors for that purpose, but who knows nothing 
about the qualities, advantages, and desirability of the goods 
shown, and who is not an adequately trained and equipped 
salesman, adds little to the effectiveness of the display. The 
cumulative effect of such an exhibition as a whole on the 
prestige of the country making the exhibit may be important 
and impressive. The individual exhibitor may join in such 
an effort largely through patriotic motives, but will often 
consider the necessary investment as nothing more than bread 
cast upon the waters. On the other hand, such an exhibit if 
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attended by a highly competent personal representative of the 
exhibitor, who is able to carry out an extensive or elaborate 
local campaign in conjunction with the exhibit, may be able to 
develop what might otherwise be a purely patriotic contribu- 
tion into an individually profitable investment. But in this 
case it may be a question whether the same result could not be 
obtained by the same expenditure of money and effort minus 
any exhibit, and whether the only noticeable benefit of the 
exhibit as a whole may not be that derived from the increased 
prestige and general advertisement of the nation itself that 
makes the exhibition. 

Yet one more form of combination effort may here receive 
passing notice; since the man undertaking to carry on export 
business should be fully posted as to the many different forms 
in which that business may present itself, so that he may not 
encounter them as things wholly novel or unprecedented, but as 
old stories which he can appraise intelligently. 

From time to time there are proposed enterprises usually 
called ‘floating expositions.” They are almost always 
promoted by individuals for their anticipated personal enrich- 
ment, yet, because they are so easily represented to be of 
prospective great national benefit, they often receive the 
approval and indorsement of government officials and other 
influential public men. It is perhaps too much to say that no 
project of this sort will ever materialize in any worth-while 
fashion, but it is true that hitherto no such floating exposition 
of any country’s goods and products has ever been satisfactory 
in dollars and cents returns to the large interests among the 
exhibitors. Such satisfaction and approval as have been 
manifested have come from exhibitors who have carried on a 
retail business on board the exhibition ship at the various ports 
where the ship has called—retailers of souvenirs and knick- 
knacks, or Russian enamelwork on a Russian ship, of French 
perfumes or “works of art’”’ on a French ship, etc. 

The theory is that a ship flying its country’s flag, carrying 
a well-installed and elaborate range of exhibits of its country’s 
manufactured goods, anchoring in the harbors of the great com- 
mercial ports of many countries of the world, will attract to 
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it for an inspection of its exhibits great crowds from the shore 
and thus desirably increase trade. It is argued that samples 
of many products may thus be shown, machinery, for example, 
which an ordinary traveling salesman cannot carry with him, 
and that the effect of the whole is bound to be a tremendous 
increase in the prestige of the country promoting the floating 
exposition and in the individual trade of the exhibitors. 
Arrangements are,even sometimes proposed for carrying on the 
ship personal representatives of the exhibitors, salesmen to 
attend to the booking of orders. 

The objections advanced by many manufacturers to these 
enterprises include the following: The route to be followed 
by the exposition ship includes ports that some exhibitors 
wish visited but others do not care for; the time to be devoted 
to stops in different ports is not at all sufficient for some 
exhibitors, usually being too limited for adequate working of 
a market even if a salesman accompanies the exhibit; the 
expense usually amounts to a large figure, few markets are 
reached that are not already covered by a large exporter, and 
few if any new markets are reached; unless especially invited 
and personally conveyed to the exposition ship, the real 
merchants of caliber and importance will not visit the ship, 
any more than would merchants of importance visit a similar 
ship were it to anchor in New York harbor, and the bulk of the 
visitors will be the curiosity-impelled general populace, hence 
this attraction does not appeal to the manufacturer who is not 
seeking consumer distribution, but is interested only in 
marketing his wares in a wholesale way. 

Importance of Individual Attention to Export Interests. 
Thus far consideration has been given to what are essentially 
ways of reducing expense in the development of export trade; 
that is, combinations, wherein manufacturers or dealers join 
together to share expenses. All such combination efforts offer 
opportunities to the young man endeavoring to work his way 
up in this trade; but the manufacturer who is thoroughly in 
earnest in his wish to establish business in other countries of 
the world and get the very most possible out of it, may quite 
logically consider the advantages of making his export trade | 
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an integral part of his own business, even at considerable 
increased initial cost; he may decide to develop business in 
Mexico (for example) in very much the same way that he 
seeks trade in Texas. It is merely a truism to remark that no 
one else is likely to, in fact no one else can, develop a business 
in any of its departments so well as can the proprietor’s own 
organization. It has already been mentioned that unless a 
manufacturer makes the export end of his business his own 
affair he will never be successful in getting more than a fraction 
of the business that ought to be his and will run grave risks of 
losing, at some future time, the advantage of the beginnings 
of trade that may have been made. Dozens of saddening 
experiences from real life might be quoted in support of this 
statement. For a manufacturer who is thoroughly in earnest 
in his intention to get and to develop a profitable export trade, 
the only really intelligent procedure is the establishment of his 
own export department under his own auspices and control. 
When that course is decided upon, there arise certain questions 
which demand consideration. Some of these will now be 
taken up. 

How Large an Export Department is Necessary?—The size 
of the export department is determined by the extent of the 
business to be handled. But mistakes are very commonly made 
in regard to this extent. Many manufacturers have an exag- 
gerated idea of the volume of business that they think is sure 
to flow in as soon as they start active efforts to get export 
orders. The underlying cause of this idea seems to be the 
manufacturer’s pride in his own products, the thought that all 
he has to do is to present his catalog, or possibly samples, and 
large orders will immediately be forthcoming from intelligent 
foreign buyers. But foreign buyers have to be “‘sold”’ just as 
do domestic buyers, and highly specialized selling efforts have 
to be made, as will be seen later on when we come to consider 
merchandising abroad. The beginnings of any manufacturer’s 
export trade are morally certain to be small; the trade grows 
as it is nurtured and cultivated. So, at the outset of efforts 
to get export business, there is no unavoidable necessity for 
installing a large export department. In the beginning, 
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before there is much, if any, export business established, one 
man with the facilities of stenographers and printing presses, 
is all that is required to start export development. With the 
growth of business, the export department may expand to 
five, to twenty-five, or even one hundred and twenty-five 
employes. This growth may be and should be governed by the 
legitimate requirements of the business, just as is the growth 
of any other department in the whole organization; it is merely 
a question of what a given number of employes are physically 
able to handle in a thoroughly efficient. fashion. It should 
always be remembered, however, that mistakes and misunder- 
standings are costly in the export trade; therefore, more than 
ordinary thought and attention are required ;and since exporters 
rarely, sometimes never, come into direct personal touch with 
their customers abroad, either through traveling salesmen or 
otherwise, more careful and thorough cultivation is necessary 
by the home export department. 

Organization of an Export Department.—One man only, 
with suitable office facilities and the ordinary assistants, 
usually drawn as occasion requires from the general office force, 
may and usually does answer all requirements as export 
executive in the beginnings of any manufacturer’s export 
experience. With the growth of export trade, the force in the 
export department may be augmented and such an organiza- 
tion as the following brought into being: 

The Export Executive. 

Cashier and Credit Manager. 

sales Manager. 

Traffic Manager. 

Order and Invoice Clerk. 

Such stenographers and assistants as may be necessary. 

Such an export department as the foregoing should be able, 
as it actually is with several well-known manufacturers, to 
take care of an export trade of a million or two million dollars 
ayear. Obviously the individual conditions within any manu- 
facturer’s business may radically affect the sort of export 
organization required. Both the credits and the traffic for the 
export department may be taken care of by those in charge of 
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similar domestic duties; although there may be certain objec- 
tions to such practice, as will be explained in later chapters. 
In some kinds of business it is found desirable to have dif- 
ferent sales managers for differing kinds of products made by 
the same manufacturer, steel building material and steel office 
furniture, for example, requiring quite different sales methods. 
In other businesses it is found desirable to install regional 
divisions in the export department, with one man to take care 
of Latin American trade, another in charge of Europe, another 
looking after trade in the Orient, perhaps a fourth supervising 
South Africa and Australasia, and soon. The person called a 
“cashier” in the typical organization mentioned may either act 
in that very capacity in fact, or he may simply be in charge of 
the financing of the export orders, the handling of letters of 
credit, drafts, etc., and collections in general. He is also 
often the office manager as well and attends to the receipt of 
mails. 

A special sales manager within the export department 
becomes a necessity with the increase in export business. His 
is the most important duty of sales promotion, he handles the 
sales letters and makes quotations, and is usually the export 
advertising manager also. Upon him rests the duty of cooperat- 
ing with foreign customers, giving them service, making friends 
of them—duties calling for no little ability in merchandising 
methods, as well as ingenuity, and for a wide knowledge of 
other peoples of the world and a broad and liberal treatment of 
them. There is such a tremendous amount of work that can 
be done in this direction that the export executive himself 
quickly finds that it has outgrown him as the business develops. 

Under the sales manager, or sometimes in an independent 
position, there may be a research clerk, charged with the 
investigation of foreign market possibilities. It is his business 
to keep track of the consumption and the sources of supplies 
in the foreign markets that his concern is cultivating, to know 
what competitors are doing there, and whether his own house 
is losing or gaining, to provide ammunition for the use of the 
sales manager in the larger development of a market or in 
encouraging or forcing his foreign agents. 
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It will be noted that all the employes of the export 
department are necessarily in frequent and intimate relations 
with all the usual departments in the ordinary domestic busi- 
ness of the manufacturer. Whether or not the credits, traffic, 
and accounting duties relating to the export end of the busi- 
ness are taken care of by the established domestic depart- 
ments dealing with such matters, there will still remain the 
necessary supervision of the work of the department, and of 
the export executive himself, by the president, vice-president, 
treasurer,.or some higher official of the concern; and always 
there are special problems of manufacturing, packing, and 
shipping that require the active intervention of some one 
thoroughly familiar with the conditions that have to be met, 
who must give suitable instructions and supervision. In a 
word, there must be some one, or several persons, who devote 
exclusively time, thought, and attention to the best ways of 
carrying on the export trade. 

Best Location for the Export Department.—In the case of 
many large manufacturers who are located in the interior of 
the country, at some distance from seaports out of which their 
goods must leave the United States for foreign destinations, 
there arises another important consideration affecting the 
extent and the organization of the export department. Most 
manufacturers, at least at the outset of their export trade 
development, believe it better to handle their export business 
from the factory, although in the United States there are 
certain considerations that argue strongly in favor of the 
establishment of the export man at the principal seaport from 
which the manufacturer’s merchandise is shipped. Even if in 
the beginning the export department is established at the 
factory, the time is likely to come when transference to the 
seaport becomes a question for serious consideration. The 
advantages of having the export man in close connection with 
the factory organization are numerous and, even in the case of 
some very large companies, have outweighed the advantages 
recognized in location at the seaport. The factory is certainly 
the place for the export manager in the beginning, until his 
chiefs have learned to repose full confidence in him, and until 


s EXPORT TRADING 35 


he himself has become intimately familiar, not only with the 
nature, composition, and manufacture of the products that he 
is exporting, but with the policies of his company and the per- 
sonalities of its heads. When this point has been reached, 
then the question of the advantages to be found in the location 
of an export department at the seaport should be debated. 

The advantages of the establishment of the export depart- 
ment at the seaport include, first of all, the immediate con- 
tact possible with buyers of goods for export. These buyers 
are the resident export merchants and commission houses, to 
say nothing of the visiting merchants from foreign countries 
who arrive for the purpose of buying goods, whose time may be 
limited and whose disposition to visit interior factories may 
be mil. Furthermore, the constant association, not only with 
these buyers of goods for export but with other managers of 
export departments, found in large numbers at the seaport but 
few in number in the immediate vicinity of the factory, con- 
tributes immensely to the quicker and broader development 
of the export manager thus situated. For, as will be pointed 
out later, consultation and cooperation are most desirable, 
important, and valuable in the development of a manufacturer’s 
foreign business. 

In addition to the advantages mentioned, the export 
manager who is located at a leading seaport has more prompt, 
indeed, immediate, access to many sources of information and 
help that might even be denied him if he were located at an 
interior factory, also the personal acquaintances formed with 
bankers, freight forwarders, steamship lines, and export trade 
organizations are almost certain to be many times as valuable 
to him as could be merely a paper acquaintance formed through 
correspondence. 

Then, too, the export manager at the seaport may take 
charge of the shipping of goods for export, when direct business 
is undertaken with foreign countries, and, through acquaint- 
ance among freight forwarders and steamship companies, be 
in position to take advantage of earlier sailings or better routes 
and sometimes to command advantageous rates of freight; 
for, as in almost every aspect of business, the personal equa- 
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tion, when it is developed by intimate acquaintance, is a 
highly important factor. The export manager may also take 
in charge the negotiation, with bankers, of the foreign drafts 
drawn by his house in direct dealings with foreign firms, and 
when he is at the seaport he has immediate access to a dozen 
bankers, where perhaps he might be restricted to correspon- 
dence with only one if he were located at the factory. At the 
factory town theré may be no banker, very likely no individual 
in any capacity, who knows as much about foreign trade as 
does the export executive. At large seaports, there are 
scores of men whose experience is of value. 


CHAPTER III 


DUTIES AND QUALIFICATIONS OF THE 
EXPORT EXECUTIVE 


Who Shall Be the Export Manager?—The great question 
that always presents itself first of all to the manufacturer who 
has been encouraged by a few export orders to believe that he 
can develop a profitable and even a large foreign trade is, 
How can I get things started? He wants to get agencies 
established as soon as possible in as many markets as possible. 
He wants to get orders, at least samp!e orders, from as many 
customers as possible, in order to begin to lay the founda- 
tions for his future trade. This process should be in the hands 
of a competent export manager, who may or may not be a 
specialist in export trade. The title of export manager may 
mean solely what it implies, or it may be merely an addendum 
to the title of some other officer of the company. The vice- 
president, president, or treasurer may also be export manager, 
or some clever, bright young clerk may be turned into an 
export manager, if it is not desired at first to employ a special 
person in that capacity. Some one it must be who will have 
the interests of export trade at heart, who will devote himself 
to learning about it, and will try to develop that trade as 
adroitly as circumstances and means permit. Time will be 
saved and export business promoted on sounder and safer lines, 
as well as faster, if an experienced export man be engaged for 
the position. With success, it is bound to grow into much 
more than a one-man job. 

Position of Export Executive in the Organization of the 
Whole Business.—The export executive should be an execu- 
tive in every sense of the word, and should be so regarded by 
his superiors and coworkers in the organization of the whole 
business. He must, or at least should, shoulder many and 
serious responsibilities, and the success or failure of the export 
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trade of his concern will depend almost solely on his ability. 
He will often find that he has not only to “‘sell himself,” but 
to sell the business policies that he believes to be indispensable 
to success in exporting, to his superiors and even to his board 
of directors, to whom some export methods may seem strange 
or even ridiculous. He must meet these superiors both as an 
adroit salesman and on terms of equality—the dignity of his 
position must be recognized and upheld. He should be called 
in on all conferences of heads of departments, even when the 
subjects for discussion are of domestic interest only; for not 
only does he thereby learn a great deal about the details of the 
business but he acquires and cultivates the friendship of the 
heads of domestic departments with whom he often has to 
work intimately in his export business. He gets many hints, 
too, of great value to him in promoting his own part of the busi- 
ness, especially if his concern boasts a thoroughly modern 
sales manager, since many of the modern methods of promot- 
ing domestic sales may safely and profitably be extended into 
foreign fields. For these reasons, the successful export 
executive cannot be occupied with mere routine details; he 
must be a great deal more than a clerk. 

Certain advantages accrue if it is possible to make the 
export manager an officer in the company or a member of the 
firm, or at least give him power of attorney to sign the name of 
his house, especially if a direct export trade with foreign 
customers is to be carried on. Unless the export manager is 
an officer or member of the firm, or has power of attorney, he 
must not be allowed to sign important documents. Formality 
is inherent in international trade relations and should never be 
divorced from them. In the United States too little impor- 
tance is sometimes attached to formalities, and unfortunately 
the American disposition in this regard is often carried into 
foreign-trade relations. It is too often found that an export 
manager whose signature would not be honored on the com- 
pany’s checks, signs foreign drafts and endorses bills of lading, 
though such documents ought to be signed only by some one 
whose signature carries the responsibility and obligation of 
his concern. It is true that this latter principle is more or less 
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contemptuously waived aside by many important American 
houses engaged in large export relations. Nevertheless, that 
principle is well founded; because it is based on the ancient 
practices of all other large exporting nations of the world. 

The export trade is international; we of the United States 
may, to our own interest and profit, conform to the established 
customs of other countries with which we do business. There 
is no excuse for our attempting to be crusading reformers, 
trying to introduce what we call “American” ideas, which in 
this case simply mean lack of reverence for tradition and the 
ideas of others, when there is no advantage to us in so doing, 
and there is actual advantage in the contrary course; that is, 
in adhering to old-established practices, in the before-mentioned 
as in all other aspects of international trading. These advan- 
tages include, in general, the making of an impression, on our 
foreign customers and correspondents, of our familiarity with 
world-trade usages, instead of provoking smiles of more or less 
amused tolerance; and, in the present case as in others, the 
placing of emphasis on the formality and sanctity of con- 
tractual relations, which constitute the soundest basis for 
international trading, not airily to be disregarded, no matter 
how lightly business contracts are sometimes unfortunately 
regarded at home. Yet another advantage is to be found in 
the signatures of heads of a house; namely, the impression 
conveyed that the real heads have a personal interest in busi- 
ness relations with the customer. 

In brief, the higher the export executive is placed in the 
whole organization, the more dignity and power with which he 
is invested, the better the effect on the export trade. But the 
export executive, for his own good and the good of his concern, 
may expect and may call upon the president of the company 
to show personal interest in the foreign relations and in 
individual foreign customers. 

Desirable Qualities in an Export Executive.—The great 
underlying, essential principle of doing business with foreign 
countries is absolute, unvarying care and accuracy, and pains- 
taking adherence to instructions received and to accepted 
formalities. Indifference and carelessness have no place in 


40 THE EXPORT EXECUTIVE 


any export trade development, and they react not only on the 
manufacturer’s own business, but on the very name and fame, 
in other countries of thé world, of other Americans, his 
neighbors and compatriots. The manufacturer, therefore, 
has a patriotic duty incumbent upon him to carry on his export 
business in as nearly as possible the best, the right, and the 
accepted ways, as understood not only in his own country, but 
the world around. 

In the selection of a man as export manager, the innate 
intelligence and broad general education of the man should 
count for most. He should have served his apprenticeship in 
business. He should not have to learn business as well as 
exporting. Ifa man be chosen who is of the right caliber and 
has enjoyed good previous training, he can learn the details of 
exporting through actual practice, assisted by study and con- 
sultation. If it is thought best to engage for the position of 
export manager some man who has had, or claims to have had, 
actual experience, the manufacturer should not be misled by 
the fact that the candidate has worked in some other export 
department, or with an export merchant, or may at some time 
have made a trip to some foreign country. In this case, as in 
any other, it is the man’s character, capacity, and capabilities 
which should indicate his desirability as an export manager. 
The young man who has simply had experience in making out 
bills of lading in a large export house is not, on that account 
alone, any better fitted for the position of export manager than 
is the factory shipping clerk who is familiar only with domestic 
business. The man who has traveled in foreign countries may 
know no more of the rest of the world outside of the countries 
which he has visited than does the office bookkeeper, and may 
have no greater aptitude to learn. 

Whether the efforts of the export manager be exclusively 
devoted to the work indicated by his title, or whether he 
devote only a part of his time to the consideration of export 
business, it must always be remembered that no business worth- 
while can be permanently or largely successful without atten- 
tion. The manufacturer who fancies that all he has to do is 
to sit in his office and await orders from customers in other 
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orders. He may spend as much money or as little as he sees 
fitin the development of foreign trade opportunities, but thought 
and attention must be given the subject. The man to give 
that thought and attention should be characterized, above all, 
by versatility, ingenuity, and adaptability. The broader his 
experience in business and in the world, the more thorough his 
general education, the keener and clearer his insight into new 
and strange problems, the better for all concerned. It is, of 
course, a great advantage if he has had the opportunity for 
foreign travel, or has acquired at least a smattering of a 
knowledge of one or several foreign languages. But these 
things are not essential if the other desirable qualities are 
present. They will come in time with the acquiring of experi- 
ence and the development of the business. 

The young man whose ambition it is to become a successful 
export executive must possess, or acquire, certain qualities. 
He must be of wide and liberal sympathies, tolerant of other 
men’s ideas, realizing that there are other high civilizations 
than our own, by no means disposed to term foreigners ‘“‘wops’”’ 
or “chinks.’”’ Whether college trained or not, his general 
education should be broad and include what are termed the 
liberal branches, rather than, or in addition to, the science 
of business administration, so that he will be fitted to meet on 
even terms men of position and culture of no matter what 
nationality. Thorough education should also help in making 
a man quick in understanding and discernment, as well as in 
adaptability to new conditions and new points of view. But, 
whatever else may be the educational qualifications of the 
export executive, a thorough, not merely elementary, knowl- 
edge of the geography of the world is indispensable—he must 
have an intimate familiarity with the countries of the globe, 
their ports and great cities, their peoples, and their commercial 
and industrial development. Obviously, no man can hope to 
build up business of importance with places whose location on 
the map he does not know; and the ordinary high-school 
knowledge of common geography is by no means sufficient. 
This, however, is one branch in which a student can easily 
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train himself. A certain, at least a fundamental, acquaintance 
with one or more foreign langauges is highly desirable, although 
not absolutely indispensable. The technical procedure in 
exporting practice should be studied in order that the export 
man may quickly and intelligently understand the meaning 
of the motions which he makes as he begins his export experi- 
ence. 

Among qualities that the export executive should possess 
and cultivate are: The ability to sell goods; comprehension of 
and as thorough as possible an experience in the general con- 
duct of business, including especially the principles of manu- 
facturing and credits; ability to make prompt, if not quick, 
decisions, and willingness to assume responsibility. Ordinary 
business shrewdness is not sufficient ; the export executive must 
be a many-sided, well-rounded man of affairs. 

Duties of An Export Executive.—When the export executive 
has under his control a number of employes making up a 
considerable export department, specialized attention to 
details becomes the duty of each individual clerk, each one 
confining his attention to the branch of the work entrusted to 
him, and the executive’s thought and time are devoted to the 
broader aspects of the business, to deciding perplexing ques- 
tions and to educating and guiding his subordinates. Clearly, 
ability to function in this fashion can only develop from a 
thorough experience in and a sound acquaintance with every 
aspect and detail of export trading. Usually the executive 
grows into that position from humbler positions in the export 
department, or he begins in sole charge of a new, infant depart- 
ment in a business that is just starting its export trade. 

In the case of the large department with a number of 
employes, it should be the executive’s aim to take each of his 
clerks out of the rut of his own specialized work and enable 
and encourage each to learn of the differently specialized work 
of all the other clerks, giving each a complete, symmetrical 
view of export business as a whole. If for no other reason, 
the executive should do this as a measure of self-protection, for 
he thus builds up a number of understudies for each kind of 
duty; the order clerk knows something about the work in the 
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traffic department, the clerk who has been devoted to the pro- 
motion of sales understands to some extent the principles on 
which the credit department works, etc. In case of illness or 
the resignation of one employe, another may step into his 
place without too much awkwardness. But the executive’s 
duties to a considerable staff in the export department go 
further; he should call the whole staff together in frequent 
conferences, weekly or oftener, and there discuss, in com- 
mittee of the whole, questions of general as well as specific 
policy. He will thus educate and broaden his whole staff, 
and will himself receive no little help from the views of dif- 
ferent minds, for all men entertaining export ambitions are, 
or should be, more or less bright and clever. 

The export executive must himself be able personally to 
step into the shoes of any of his employes; therefore, he must 
have been through the mill himself. He must be able himself 
to write out bills of lading, or in case of necessity act as traffic 
manager. Banking, credits, and sales promotion fall more 
immediately to his attention every day, no matter how com- 
petent his special clerks; but the satisfactory execution by his 
factory of the orders received from his foreign customers is 
of first importance and must have his constant supervision. 
Plans for new goods suitable for some of his foreign markets 
must receive a part of his thought; and perhaps not a little of 
his time must be devoted to persuading his superiors in the 
factory organization to make and do the things that he believes 
desirable. He will sometimes find himself at odds with his 
good friend, the domestic sales manager, as to policies, and he 
must not infrequently battle with the credit manager when 
there is no special export credit manager with personal knowl- 
edge of varying credit view points in foreign markets. 

What is often referred to as ‘“‘determining export policies”’ 
will immediately be recognized as an early factor in the pre- 
liminaries of export trade development. Success in business 
sometimes seems to come by chance, but its probability is 
strengthened a hundredfold if there is wise consideration and 
planning. It is the export executive who should determine 
the best ways of developing trade throughout the world, 
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whether to do business directly with foreign houses, and if so 
with what kind of houses; whether to confine his efforts 
exclusively to export merchants or export commission houses 
here in the United States (the meaning of these terms will be 
explained shortly), or whether to do both kinds of business, 
and how. It is the export executive who must, or who should, 
decide on prices, discounts, and commissions for export, and 
the terms of sale, 

The personatity of the export executive may be an impor- 
tant factor in his work and in his success. He will find it of 
tremendous benefit to make and cultivate the friendship of 
other exporters, both competitive and non-competitive. He 
will often find it advantageous to have the acquaintance or 
the friendship of the officials and employes of the large shipping 
companies whose services he uses. From time to time he must 
welcome and entertain visiting foreigners, customers and 
prospective customers. He must personally make occasional 
trips to foreign countries, both those where he has business 
established and those where he wants to start business, work- 
ing both as salesman and as supervisor of his foreign agents; 
for, no matter how imperative his home duties seem to be, no 
export executive ought to allow more than about two years to 
elapse without making a visit of longer or shorter duration to 
some foreign country. This may be called a necessity among 
the export executive’s duties, not so much because of the self- 
evident desirability of making the acquaintance of customers 
and prospects in their own homes, not so much for the sake of 
appraising character and extent of markets, but far more for 
the effect on the mind and disposition of the executive himself. 
If he remains, secluded we may say, here at home in the 
United States for more than two or three years at a stretch, he 
is morally certain to grow out of sympathy, to some extent, 
with the points of view of other peoples; he will grow confirmed 
and sometimes dogmatic in some possibly narrow or provincial 
views of his own, forgetting the different attitude of his cus- 
tomers abroad—which is emphatically and vividly impressed 
upon him once more as he travels around the world among 
them. The opposite of this must also be avoided; that is, 
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no exporter ever ought to remain abroad, away from the 
United States and his own house or factory, for more than 
two years atastretch; because, if he does,he forgets allabout the 
home point of view, adopts the single view point of his foreign 
clientele, becomes unreasonable in his criticisms and demands, 
and needs to be brought back into direct touch with business 
possibilities and policies at headquarters. 

To accomplish all of these things, to take er as an export 
executive in the full sense of the term, evidently requires a man 
of capacity, indeed a man of distinctly unusual capacity, but 
it is such a paragon who ought to be sought for export trade 
development. 


\ 
\ 


CHAPTER IV 
HELPS FOR THE EXPORT EXECUTIVE 


Outside Information Necessary.—That a manufacturer, if he 
so wishes, may turn over every detail involved in doing his 
export business to agents outside of his own organization, has 
already been explained. But it has also been shown that to 
get best or maximum results the careful and personal attention 
of the manufacturer or his export executive is required. How- 
ever, no man exists who knows all there is to know about every 
export problem or every export market. In no other branch 
of business, perhaps, does a man so continually, day by day, 
acquire new knowledge of factors that make for his success, 
or the contrary. It is probable, too, that in no other branch 
of business is the constant need of seeking and finding informa- 
tion and advice so imperative as it is for the adequate and 
satisfactory development of export business. The executive 
may find help in various directions. 

Assistance From Other Export Executives.—So important 
is the assistance that the exporter may be able to obtain 
from the export executives of other houses with whom he may 
be acquainted that the’subject will very likely be recurred to 
and reemphasized in subsequent chapters. There ought to 
be a fraternity of exporters. Indeed, there is'one, which is 
manifested to some extent in the export managers’ clubs that 
have been established in a number of our principal cities; but, 
apart from any such organizations, there ought always to 
exist the willingness and the desire among export executives 
to cooperate with and to assist one another in the solution of 
trade problems that may present themselves to each. Quite 
naturally, technical problems in regard to details of exporting 
present themselves now and then, which may be new to one 
export executive but may be an old story to a neighboring 
executive. The two ought to consult freely back and forth; so, 
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also, in regard to ways of promoting sales, even ways of finding 
desirable agents or business connections in certain foreign 
markets where one exporter may not have established satis- 
factory connections. 

In every city where two or more manufacturers carry on an 
export business, large or small, with or without a special 
export executive, all these houses ought to consult freely, one 
with another and be on distinctly friendly terms. This applies 
even if two or three of the neighboring concerns are direct 
competitors. An immediate competitor may not be expected 
to tell all of the most intimate details of his own business in 
a given foreign city or foreign market; but he ought to be 
sufficiently broad to help, so far as he feels that he can, his 
competitor who is seeking business in such market. 

The information to be had from other export executives of 
manufacturers, competing or non-competing, is the most 
valuable in many respects that can in any way be secured. 
There is an additional source of similar information of which 
many manufacturers never séem to think; namely, information 
about export trade from the manufacturers of the supplies 
which the exporting manufacturer may have to purchase. All 
manufacturers, not only those who have finished articles to 
sell but manufacturers of parts that enter into completely 
finished goods, are likely to do some export business. Take, 
for example, a manufacturer of men’s boots and shoes. Not 
only has the export executive of such a manufacturer an 
opportunity of consulting with similar executives of manufac- 
turers making women’s boots and shoes, or of manufacturers of 
slippers or of children’s shoes, none of which immediately 
conflict with his own line, but he may make the acquaintance 
of the people who supply his own factory with such materials 
as leather, laces, eyelets, lasts,even shoe machinery. All these 
other manufacturers probably have export business of their 
own. Some of them may have in their employ men who have 
made personal journeys to some important foreign territories 
and hence may know a good deal about such markets. Some 
of them may have agents established in other countries whom 
they can recommend as desirable representatives for the line 
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of men’s shoes which the first-mentioned export executive is 
selling. This sort of cooperation ought to be generously 
promoted. 

Government Assistance.—The United States Government 
in two of its departments maintains elaborate foreign organiza- 
tions. These are the State Department, under whose juris- 
diction are the Diplomatic Corps of ambassadors, ministers, 
etc., and the Gonsular Corps; and then the Department of 
Commerce, which maintains abroad a fairly large number of 
trade representatives known as commercial attaches, trade 
commissioners, etc. The services of both of these depart- 
ments are freely and without charge at the disposal of any 
reputable American manufacturer or business house. It must 
be understood, however, that the diplomatic representatives of 
the State Department are not engaged on commercial mis- 
sions. Commerce and trade are the province of consuls of 
whom there are about three hundred stationed at the prin- 
cipal commercial cities all around the world. Commerce is, 
of course, the sole interest of the representatives of the Depart- 
ment of Commerce. It must be understood, also, that trade 
information gathered by government officials cannot be 
regarded as the private property of any one manufacturer 
who may ask for it. It will be held freely at the disposal of 
every American manufacturer, the direct competitor of that 
manufacturer who has originated an inquiry, as well as any 
one else who may want it. 

Consular reports on trade are handled by the Depart- 
ment of Commerce through its Bureau of Foreign and Domestic 
Commerce, which has come to be of primary, indeed of tre- 
mendous, importance to American concerns engaged in 
exporting. The manufacturer who wants any information 
whatsoever about any phase of export business can almost 
always get something of value by addressing that Bureau in 
Washington. If no information is available there, the manu- 
facturer’s inquiry, when of importance, is transmitted to the 
Bureau’s representatives or to consuls, in the foreign markets 
to which the inquiry refers, and reports are received in due 
course. A manufacturer can, of course, address his own 
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‘inquiries directly to our consuls or to representatives of the 
Commerce Department abroad, but it is far better to address 
the Bureau in Washington in the first instance; because, with 
its very large mass of information already accumulated, the 
chances are that the manufacturer’s question can be answered 
immediately from Washington. Some foreign representatives 
of the Government assert that no less than 70 per cent. of 
the inquiries they receive directly from American houses have 
already been investigated and reported upon, and the inquirer 
might have received the information by return mail from Wash- 
ington instead of wasting weeks of time in writing abroad. 

The organization and the activities of the Bureau of Foreign 
and Domestic Commerce vary to some extent from time to 
time as the appropriations for its support by Congress vary 
from year to year. It usually has on its staff men who are 
competent investigators, as well as some possessed of actual 
trade experience in different commodities. The personal 
advice of such chiefs of divisions may be useful to a manu- 
facturer and, in addition, the Bureau has gathered together 
not only general reports on trade conditions in different markets, 
but more or less technical reports on stated branches of busi-_ 
ness. It also supplies lists of the business houses, merchants, 
dealers, and manufacturers, in foreign markets, engaged in 
different kinds of business, and there is often also available 
some information about specific business houses in a given 
foreign market, with indications of their relative importance 
in business and perhaps their banking references. There is 
also a great deal of information to be had about foreign tariffs 
and foreign commercial laws all around the world. The 
exporter who does not make the acquaintance of this Bureau 
and use it for whatever he can make out of it is missing one of 
the best aids to his work. s 

Associations for Foreign Trade.—In the United States are 
a number of associations of national character devoted to the 
promotion of the country’s foreign-trade interests. Some of 
these can offer a good deal of help; but some of them give 
assistance only to members, who are required to pay certain 
fees. These associations include, as these pages are written, 
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The National Foreign Trade Council, The American Manu- © 
facturers’ Export Association, and the National Association 
of Manufacturers, all havihg headquarters in New York; and 
the Chamber of Commerce of the United States, whose head- 
quarters are in Washington. In addition, there are such 
organizations as the Pan-American Union, in Washington, 
whose interests are solely devoted to the Latin American 
countries; and there is the National Association of Credit Men, 
with headquartérs in New York, which has a foreign bureau 
devoted to an interchange of credit information and ledger 
experiences among its members. There are also local organi- 
zations almost everywhere. Many of the larger cities main- 
tain foreign bureaus in their local Chambers of Commerce. In 
New York there is the Export Managers’ Club, which has a 
non-resident membership, as does also the Export Round 
Table, of Boston. Theremay be fifteen or twenty local organiza-_ 
tions of export executives at different points throughout the 
country. All these organizations should be carefully appraised 
by the exporter as to what they may be worth to him compared 
with the costs of membership. The National Foreign Trade 
Council maintains a service of so-called Trade Advisers to 
whom trade problems are referred. There is no membership 
fee charged by this organization, whose annual conventions 
held in different cities all around the country are perhaps the 
most notable events of the sort. Most of the other organiza- 
tions charge annual fees for membership, which may or may 
not prove upon investigation to be worth while. In some 
cases, a certain amount of original information and advice may 
be expected; but others rely chiefly if not wholly upon informa- 
tion which they secure from the Bureau of Foreign and 
Domestic Commerce in Washington, which the exporter him- 
self can just as well obtain.» Exceptions should be made of the 
export managers’ clubs and similar organizations where the 
interchange of personal experience between the members is 
one of the especially valuable features. 

Foreign Bankers.—For some time during and immediately 
following the World War, many American banks maintained 
what they called Foreign Trade Departments separate and 
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distinct from their Foreign Departments. The latter were 
concerned only with the bankers’ business of handling foreign 
exchange, foreign collections and so on. The Foreign Trade 
Departments, however, were designed to be a service adjunct 
for the benefit of the banks’ depositors and other clients. 
While, unfortunately, most of these Foreign Trade Depart- 
ments of banks were abolished four or five years after the war, 
or reduced to merely nominal importance, yet some still exist 
and there is a great deal to be made by an export executive 
out of personal acquaintance with banks doing foreign busi- 
ness of any sort. This applies not only to American banks 
that have some foreign interests, but also to the branches of 
large foreign banks established in New York, with a few in 
some other cities of the United States. There are in New 
York, for example, branch offices of such large foreign banking 
institutions as the Hongkong and Shanghai Bank; The 
Chartered Bank of India, Australia and China; The Yokohoma 
Specie Bank; The Anglo South American Bank; The Anglo 
Brazilian Bank; The Anglo River Plate Bank; and there are 
branches of several Canadian banks in New York which have 
quite elaborate organizations in other countries; for example, 
The Royal Bank of Canada, with branches throughout the 
West Indies, in Mexico, certain Central and South American 
countries, etc. 

In the American branches of such banks there will usually 
be found men who have been employed in some of the foreign 
branches who, in addition to the bank’s formal information 
regarding business establishments in the foreign countries 
where branches and correspondents are maintained, have a 
personal knowledge of the business houses in the markets 
where they have formerly been located. Any export executive 
will do well to patronize all of these banks and use as many 
of them as he can for the information he requires, seeking that 
information not from one only but from several and comparing 
and harmonizing such results. It is not always necessary for a 
manufacturer to be a patron, or depositor, of the bank from 
whom information is solicited. Though the new-business 
departments of American banks are rather eagerly seeking 
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deposits from manufacturers who want to use their foreign 
trade information, yet the New York branches of the foreign 
banks just mentioned do not carry deposits, and are not per- 
mitted by law to do so. All of these banks, however, natur- 
ally, and quite legitimately, expect that the manufacturer who 
uses them for information will give them the opportunity of 
earning a little money in return through the handling of the 
manufacturer’s foreign drafts and collections. 

Miscellaneous Helps for the Exporter.—Among sundry 
helps that the exporter may be able to utilize, may be mentioned 
foreign freight forwarders whose operations will be described 
in a later chapter. The help to be found from this source is 
chiefly in the way of shipping advice, routes, rates, etc. 
Foreign freight forwarders are private business enterprises, 
therefore, information from them is not likely to be disinter- 
ested, because these concerns are engaged in business exclu- 
sively for their own profit. In addition to advice regarding 
shipping in general, such forwarders may sometimes be of 
help regarding the preparation of consular invoices, a form of 
document about which more will be said in succeeding chapters. 

Export commission houses offer another source of assistance. 
The organization of such houses will be explained in detail in a 
later chapter. Inquiry of export merchants or export com- 
mission houses is worth making, although a variety of responses 
is to be anticipated. It must be understood that these export 
houses are in business for their own profit and do not exist for 
the benefit of the manufacturer. In some cases an inquiry 
will be met with a flat refusal. In other cases there will be 
found an agreeable desire to give such information as may be 
possible. In yet other cases it may happen that misleading 
information will be given, since it may not be the wish of the 
export house that a new manufacturer be tempted into a 
special field or encouraged to market an article conflicting with 
established interests of the exporter in question. Information 
sought from export houses should be based on a thorough 
understanding of the organization and the work of such houses. 
Most export houses of considerable size and importance have 
an intimate and personal knowledge of at least the principal 
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markets where they do business. Qualified by such considera- 
tions as those just mentioned, the information to be obtained 
from the export houses may be both interesting and important, 
although the men engaged in this business are jacks of all 
trades and masters of none, and, therefore, cannot be expected 
to have actual, especially technical, experience in each of 
the thousands of articles of commerce in which they do business. 

Foreign consuls in the United States are another source of 
information. Nearly all foreign countries maintain consuls 
in the United States; if nowhere else, at least in the city of 
New York. These officials coming from their native countries 
and representing their governments in commercial matters in 
this country might be thought likely to be able to give a vast 
amount of valuable information about trade and trade oppor- 
tunities in their home countries. However, inquiries of these 
foreign consuls do not usually result so satisfactorily as one 
might expect. Consuls of large countries are preoccupied 
with a tremendous mass of routine duties. Consuls of smaller 
countries are too often political appointees without much, if 
any, commercial knowledge. However, even if specific 
answers to questions foremost in the manufacturer’s mind 
may not be secured from this source, still it is often possible to 
obtain valuable sidelights on conditions in the foreign consul’s 
own country. 

Export trade papers are another source of information. 
The use of publications devoted to the export trade as advertis- 
ing media will be considered in a later chapter. Meanwhile, 
it should be noted that these publications are intended for 
foreign distribution. They are not intended to be of any help 
to American manufacturers, beyond bringing their announce- 
ments to the notice of possible foreign buyers. Some of these 
publications attempt to maintain a certain “‘service”’ for their 
advertisers, this being devoted chiefly to furnishing lists of 
business houses in foreign markets who may be possible buyers 
of the advertising manufacturer’s products, and sometimes to 
ratings of the financial standing of prospective foreign customers. 
Adequate trade reports are not to be expected from these 
publications; but their lists and ratings may be used with a 
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certain reserve in comparison with similar information received 
from the Bureau of Foreign,and Domestic Commerce, bankers, 
etc. The origin from which the information has been obtained 
is the criterion of its desirability. 

Tools for the Export Executive.—Sundry tools are required 
in the conduct of any export business. First among them 
perhaps comes the translator. On this subject more will be 
said in a later chapter. Here it may be said that the trans- 
lator is usually valuable only for one thing; that is, his own 
proper work of turning one language into another. In most 
cases, since translators have to know English pretty thoroughly, 
they have resided in this country, that is, have been absent from 
their own country, too long to make their trade advice regard- 
ing their own countries of any value. 

Periodicals of various kinds contain valuable information. 
The export executive will probably wish to subscribe first of 
all to those periodicals devoted exclusively to foreign trade, 
above all to Commerce Reports, published by the Bureau of 
Foreign and Domestic Commerce, Washington. There is also 
a small but notable weekly known as Export Trade and 
Finance (New York), and there are foreign-trade bulletins 
issued now and then by some associations for the benefit 
of their members. Almost all of the business papers, dailies, 
and magazines, now and then if not regularly, publish items 
or articles of interest and value to the export executive. 

The exporter’s library can be made of great usefulness. 
The export executive requires first of all a thoroughly good 
atlas of the world, which means an atlas that specializes in 
maps of foreign countries. Too many of our American atlases 
contain elaborate maps of different states in the Union and only 
a few condensed maps of the rest of the world. The exporter 
requires an atlas of precisely the opposite description. He 
wants thoroughly good maps of all countries of the world, full 
of detail, and with adequate indexes to which he can turn and 
find on the map the exact location of a given place in any 
foreign country. After the atlas, the exporter will probably 
look for the annual volume on statistics of American export 
and import trade published by the Bureau of Foreign and 
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Domestic Commerce, which also issues innumerable reports 
and monographs relating to commercial and economic condi- 
tions, or to specific trade, in foreign markets. From the list of 
these publications, the export executive may make a choice of 
those that are of value to him. Then the exporter will need 
one of several cable codes. If he does much foreign shipping, 
indeed, for general information, he will want a copy of the 
Exporter’s Encyclopedia (published in New York). He will 
also want at least one World’s Trade Directory (Kelly’s is 
the best). He may sometimes, in addition, want directories 
of the principal cities or countries where he does business, in 
case he cultivates general trade in a given market. Also, for 
general information about financial, political, and economic 
conditions in foreign countries, it will be convenient to have 
such works as the Statesman’s Year Book, and perhaps some 
of the special Year Books issued by different foreign govern- 
ments, each book devoted to its own country. In some lines 
of business an export executive will require technical dic- 
tionaries in foreign languages. He can go as far as he wishes in 
regard to buying books of travel and books of description 
regarding foreign countries in which he is-interested, although 
usually he will find it necessary only to borrow such works from 
his public library. Various books relating to the theory of 
international trade, the principles of economics, foreign 
exchange, the ocean steamship, foreign advertising, and packing 
for export, the practice of exporting, etc., may also find a place 
in the exporter’s library. A gazetteer of the world is often 
useful, but it should be unabridged, since it is of greatest value 
in identifying places usually called insignificant. Important 
tools for the exporting department staff include metric con- 
version tables, ready reckoners for cubic measurements, per- 
haps tables for the conversion of English or other foreign 
currencies and American money. 
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CHAPTER V 
WHERE EXPORT TRADE IS TO BE SOUGHT 


Importance of Knowledge of Geography and Markets.—It 
will be remembered that in the preceding Part, exception was 
taken to the mistaken but popular notion that export trade 
means South American trade. The vital necessity to the 
export executive of a thorough knowledge of the geography 
of the world was also mentioned. Geography, to the exporter, 
means a great deal more than is ever taught in any primary or 
high school. Even such little knowledge as is there taught is 
usually forgotten in a few years by the average man, but the 
export executive has to use geography in his every-day busi- 
ness. He must know other countries of the world as well as — 
he knows the streets and avenues of his own town. He must 
work all around the surface of the globe, he must know both 
Teheran and Timbuctoo; not only where they are situated, 
how to get to them, how large or important places they are, 
but the character of their markets and the districts they serve, 
their climates, religions, languages. Are they or are they not 
possible buyers of the exporter’s goods, and to what extent? 

The export executive’s knowledge of the markets of the world 
is derived first of all from such printed books as were recom- 
mended in the preceding Part, primarily, of course, from a 
thoroughly good atlas; then, from the innumerable books of 
foreign travel and description; even from guide books (the 
tourist’s Baedeker is often of very great value to the exporter 
studying countries and cities); and from works on the finance, 
industry, and commerce of country after country; from volumes 
of the export and import statistics of foreign countries showing 
what goods they import and from what sources they get them, 
with their values. There are commercial geographies that 
ought to be studied; although, unfortunately, a really satis- 
factory work of this description for the use of the exporter has 
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not yet been published. The exporter who does not personally 
visit foreign markets will naturally be interested in attending 
lectures by travelers and viewing moving pictures of foreign 
cities. 

Two things are often forgotten by the beginner in exporting. 
First, and most elementary, is the fact, which everybody 
knows but usually forgets, that the countries in the southern 
hemisphere have seasons exactly the reverse of ours. When we 
are having our summer, it is winter in Australia, South Africa, 
and South America. Second, a fact which not everybody 
realizes, namely, that by far the greater number of foreign 
markets for American goods do not have a temperate climate 
like the greater part of the United States. Most of our 
foreign markets are tropical or semitropical. Only the 
countries of northern Europe and Asia, and northern China 
and Japan, have climates that are comparable to our own. All 
the other countries where the exporter is likely to seek business 
are hot or at least warm, although some of them cover so 
many degrees of latitude that they include several varieties of 
climate within their own borders, just as does the United States. 
This fact may have an important bearing on the character of 
trade possible in a given market. 

At this point it is advisable to review briefly the principal 
markets of the world as they present themselves to the export 
executive, who wants to get as much trade as possible in other 
countries. Noattempt will bemade to quotestatistics, because 
any figures, or even any percentages quoted would probably 
be out of date and ancient history within six months. 

European Markets.—Europe as a whole presents not only 
the greatest actual, but the greatest potential, markets for 
American manufacturers of almost every sort of goods. At 
present, Europe buys about one-half of all we export, yet 
there is a curious fear on the part of a great many manu- 
facturers to try to sell any of their goods in Europe; they argue 
that it will be either quite impossible for them to compete with 
European manufacturers or that if they do get any business, it 
will not last very long and will be quickly taken away from 
them. American experience, extending over half a century in 
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selling highly competitive articles in the European markets, 
does not bear out any such fears. Few, if any, American 
manufactured goods that have been introduced in Europe have 
lost trade there. A great many more have increased trade 
with the passing of the years. These are great and highly 
civilized countries, industrial, manufacturing, and agricultural, 
producing much the same things that we do, indeed producing 
a great many manufactured goods that we import into the 
United States. Trade between the United States and Europe 
is reciprocal, as it ought to be, but there are certain considera- 
tions about European markets that are to be remembered. 
These are old countries; some of them are extremely conserva- 
tive, looking with a good deal of wonder and perhaps a little 
suspicion on the newer people of the United States and their 
products. Importing and buying generally are often on a 
comparatively small scale. A goodly number of the retail 
dealers buy direct from local manufacturers, in quantities 
that seem minute to American manufacturers. In Europe, 
there are comparatively few of the large merchant houses that 
we call jobbers. From this, it must not be assumed that whole- 
sale houses do not exist; but many manufacturers who wish to 
do business with the “‘jobbing trade”’ only will be disappointed 
in their quest for houses of that description in Europe. 

Great Britain.—One of the most important of all markets for 
most kinds of American manufactured goods is Great Britain. 
In many respects, too, it is the most satisfactory; for the 
commercial morality of English traders is unequaled anywhere 
else in the world. The man who knows England well cannot 
fail to have a high admiration for its tremendous commercial 
and financial undertakings and for their management, from 
which we may humbly confess Americans still have much to 
learn. Our ideas of the traditional deliberation and con- 
servatism of the British people may be somewhat modified 
with the development of an intimate acquaintance with them, 
yet formality in all business relations is the rule, with no 
exceptions. The exporter in cultivating the markets of 
Great Britain will naturally establish his headquarters in 
London, for the whole of England, Scotland, and Wales is 
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easily to be reached from the capital city in only a few hours’ 
time, and with Great Britain may also be included Ireland, 
which in itself is probably too small a market to warrant 
separate or special cultivation. There are districts in Great 
Britain in which may center the interest of some manufacturers 
of specialized products. For example, Sheffield is the center 
of the steel trades; Birmingham, of the hardware, brass, and 
metal novelty manufacturers; Manchester, cottons; Bradford 
and the Midlands Districts, woolens; Nottingham, laces; 
Leicester and Northampton, boots and shoes; Liverpool, 
shipping; and Glasgow, shipbuilding. There are agricultural 
districts and mining districts as in all countries, but London is 
the inevitable center for operations throughout the British Isles. 

France.—French business is even more centralized in Paris 
than is the business of any other country in any one city. 
There are large and important cities throughout France, but 
it is a peculiar characteristic of buyers, even in such a large 
place as Lyons, for instance, that local traders in such cities 
do comparatively little direct importing of foreign goods, 
or, when they do import directly, they require that business 
be arranged in a characteristic way; namely, delivered duty 
paid and railway carriage paid through to their own towns— 
what the French call Franco Domicile. Since this is to all 
intents and purposes a physical impossibility for manufacturers 
in the United States, the usual custom is to establish a whole- 
sale distributing agency with a merchant in Paris, who in his 
turn will cultivate the other towns of France on terms which 
they prefer. It is hardly possible for an American concern to 
pay French duties and deliver goods at interior points in 
France unless he has his own house or his own representative 
permanently located in the country. It may sometimes be 
managed by depositing stocks of goods in a bonded warehouse 
at some French port, with suitable instructions to French 
forwarding agents as to when and how and on what terms such 
goods may be withdrawn from warehouse and forwarded to 
French customers, carriage prepaid; but there are too many 
complications involved to make the undertaking feasible as a 
rule. French commercial character is of the best, yet it is 
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to be remembered that in France, as in some other countries, 
a certain distinction has to be made between different sections. 
There is a great difference in the character and temperament 
of the people of Brittany and the people of southern F rance, 
Provence for example. 

Spain.—Although an excellent market for many American 
goods, Spain is really still a somewhat backward country, 
notably in its development of railways. There are not a few 
country districts in Spain where the stage coach is still the 
only means of communication. Either Barcelona or Madrid 
may be selected as headquarters for cultivating the trade of 
the country; the former probably is the more desirable, as it is 
a large manufacturing center and a far more active com- 
mercial place than is the capital. Possibly in no other country 
of the world, unless it be Italy, is there so marked a distinction 
in the character and temperament, that means to some extent 
in the commercial morality, of people in different sections within 
the same country. The Catalans of northern Spain differ in 
character from the Castilians of central and southern Spain; 
but in this case the usual rule is reversed, the milder climate 
of the south does not contribute to weakening of character, 
nor does the hardier character of the Northern people con- 
tribute to their uprightness in business. 

Portugal.—The market in Portugal is small and unsteady in 
every sense of the word, not only politically but commercially, 
there being only two important cities, Lisbon and Oporto. 
The most important thing for the exporter to remember about 
Portugal is the fact that it has its own language. The people 
may condescend to be addressed in French, but they are 
highly insulted if Spanish is used. 

Belgium.—Belgium is a great industrial country and an 
excellent market for many American goods, especially machin- 
ery and tools. There are two important elements in the 
population, the French and the Flemish, with their correspond- 
ing languages. This is a notable consideration not only as to 
contrasting commercial morality but in local advertising; for 
the country people and the small trades people speak Flemish, 
although French is the language of the leading business 
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establishments and of general international correspondence. 
Belgium is distinguished hy the lowest wage scale in industrial 
Europe. Whether Brussels or Antwerp is to be selected as 
headquarters for developing trade in Belgium, depends largely 
on the personal preference or the best business connections of 
each individual manufacturer who wants this trade. 

Holland.—Holland is a little country traditionally thrifty 
and shrewd, where agencies may be established at either 
Rotterdam or Amsterdam. Although usually spoken of as 
stolid, the Dutchman will often be found as mercurial as any 
Latin and, unfortunately, although a rich people, shrewdness 
is sometimes translated into pettiness and the disposition to _ 
take advantage, or what is sometimes called chicane. But the 
standard of living is high, with consequent demand for many 
luxurious specialties. Holland is so small a country that 
almost all important business houses speak several of the 
languages of the surrounding countries and English is almost 
invariably used in correspondence. 

Germany.—Feared as a competitor in the markets of the 
world, Germany has no terrors for the American manufacturer 
in its own markets, where American goods have for many years 
enjoyed a large and a growing trade. The reason may be that 
German goods, which have been exported all around the globe, 
have often been sneered‘ at as “cheap and nasty.” But 
this by no means indicates that the Germans themselves are 
not fond of quality goods. Germany manufactures many 
products of the highest known quality, and Germans very well 
know the difference between cheap stuff and good stuff. They 
make many goods essentially for export, indeed, have imitated 
popular American products in inferior qualities, putting into 
them, for example, very much less material than the original 
American manufacturer used, so that they were able to under- 
sell the American goods, but they want no shoddy goods from 
the United States. They have bought American products at 
fair prices when the goods have embodied qualities or character- 
istics which they could not themselves duplicate. It has some- 
times been the fashion to regard the German as slow and per- 
haps sluggish, yet there is a distinct type of German, frequently 
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enough encountered, who is as frivolous and flighty as we are 
still inclined to regard the legendary Frenchman, while the 
Prussian differs from the Bavarian or the Rhinelander. Asa 
tule the German traders are to be considered as of excellent 
commercial morality, yet they are too often exceedingly petty 
in their complaints, and in disputes sometimes there appears 
what seems to be a disposition to “do” the foreigner. As for 
developing German trade, there are various important centers 
which may be selected, chief among them either Berlin or 
Hamburg. Berlin is in some respects preferable, yet Hamburg 
offers the advantage of a Free Port where stocks of goods may 
be carried without entry through the German customs, and 
this affords a ready source of supply for the neighboring 
countries, Scandinavia, Finland, and the other Baltic States. 

Switzerland.—Although Switzerland is known chiefly as the 
playground of Europe, yet its trade is a good one to have and 
is fairly important. A characteristic of Switzerland is its 
divisions between people of different bloods. A little corner 
of Switzerland is French, another little strip is Italian, while the 
greater part of the country is German, and here it may be 
remarked that the German-Swiss business man wherever you 
find him all around the world, is usually to be regarded as of 
the highest type commercially. Switzerland, being a small 
country and a comparatively small market, is usually worked 
from agencies in some neighboring country, usually from 
Germany; but, if a Swiss distributing point is desired, per- 
haps Basel is as good a point as any. 

Italy—Rome and Naples are perhaps the most interesting 
points which the tourist in Europe wishes to visit, but they 
are minor points in Italy from a commercial point of view. 
The principal business to be found in Italy lies in the great 
industrial north, on a line running from Genoa across to 
Venice, particularly in the district known as Lombardy, 
whence originally came our modern banking system, now 
notable in its industrial development. Milan is the center for 
this district, and hence probably the most desirable headquarters 
for the development of Italian trade as a whole, yet Genoa is 
not to be overlooked as a great seaport and Turin would 
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naturally be selected by the manufacturer of supplies for auto- 
mobile factories. Although German influence has always 
been strong in Italy in trade, banking, and shipping, yet the 
international correspondence of Italian business houses is 
conducted in French. Here again in Italy will be found a 
pronounced distinction in the character of the people. There 
is all of the difference between day and night between the 
people of Lombardy and those of Sicily or Naples. 

Scandinavia.—Under the heading of Scandinavia are 
included Denmark, Norway, and Sweden, although each 
country has its own peculiar characteristics. Denmark is 
prosperous, though small, and the Dane is a distinctly thrifty 
person and inclined to buy the very cheap goods, or buy a 
little more cheaply than any one else. Norway is, unfor- 
tunately, a rather poor country, having only one or two cities 
where considerable international trade is to be done, but the 
Norwegians are somewhat more liberal than the Danes. Still 
more liberal and generous are the Swedes, who are fond of 
luxuries and like to buy them. Though these three countries are 
grouped together, it must not be thought that it is desirable to 
cultivate them from any single headquarters in one of them. 
Copenhagen being the largest city in the group is often selected 
as headquarters for the Scandinavian and, indeed, the whole 
Baltic trade. In many respects this is a mistake, yet it can 
be done in case of necessity. Not only are the three countries 
separate and distinct States, each a little jealous of the others, 
but Swedish is a different language from Danish, which is 
spoken in Denmark and Norway. In their international cor- 
respondence, all three countries may employ either English or 
German, probably the former, in correspondence with the 
United States. Largely on account of state jealousies, it is 
usually believed best to cultivate the trade of Denmark, and 
possibly Norway, from headquarters in Copenhagen, but 
trade in Sweden from Stockholm. All the Scandinavian 
people rank high in the scale of commercial morality, but the 
exporter must expect sometimes to find exhibitions of what 
he may call irritating pettiness. 


Russia and Baltic States.—Russia itself will some day doubt- 
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less develop into one of the world’s great markets. But that 
end is not yet in sight, and, meanwhile, Russia is negligible, 
excepting only for those manufacturers of such necessities as 
agricultural machinery, for instance, which must be bought 
by the Government agencies and paid for by them. Private 
enterprises will certainly develop, but it is too early now to 
comment on such possibilities. The chances seem strong that 
in the future, as it was prior to 1914, Russian needs will largely 
be supplied by German traders, as German has always been 
practically the only language used by the great Jewish and 
other business concerns in Russia. 

Poland at present is in a state of feverish unrest. Ordinarily, 
the people of the United States know Poland best by the 
Jewish emigrants who have come to us from that section of 
Europe; but the Polish gentleman and merchant is of a quite. 
different type and often a high-classaristocrat. The other new 
Baltic states, Latvia and Esthonia, offer certain trade pros- 
pects, but of limited importance. Another state, however, 
Finland, is well worth while, and its trade seems far more 
likely to develop in importance. Helsingfors is a bright, live 
city with a country back of it whose resources are large, where 
‘industry including manufacturing is progressive. For all of 
these countries, German is the best language to be used, unless 
it is known that English is understood. 

Southeastern Europe.—Under the heading of Southeastern 
Europe may be grouped Austria, Hungary, Czecho-Slovakia, 
Jugoslavia, and Rumania. The commercial future of these 
countries is still uncertain. Vienna is probably the most desir- 
able headquarters for all of this trade, yet Budapest offers cer- 
tain claims to attention. Other capitals like Belgrade and 
Sofia are small and unimportant towns. Bucharest, the small 
but gay and bright capital of Rumania, may be considered for 
that country alone. In all these markets, save Rumania, 
German is the language of international correspondence; in 
Rumania, French is used. 

The Mediterranean Markets.—Under the heading Mediter- 
ranean may be included the markets of the Levant so-called, 
thatis, Turkey, Syria, Palestine, Egypt, Greece; and the markets 
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of Northern Africa, Morocco, Algeria, Tunis, and Tripoli. So 
far as the Levant is concerned, the exporter encounters through- 
out that district an astonishing conglomeration of different 
peoples and bloods and mixtures of bloods, which has made the 
term Levantine a byword for commercial dishonor through- 
out the centuries. It is, accordingly, a market to be handled 
by the exporter with extreme caution. Merchants in these 
countries are to.be investigated with extraordinary care in 
the first instanc@ and treated with extreme caution thereafter. 
Every letter, every contract must be carefully viewed and 
reviewed to make certain that every ‘‘i” is dotted and every 
“t”? crossed. It is not to be denied that there exist among 
merchants of all of these countries some of the highest business 
character deserving of every confidence, but business connec- 
-tions here have to be selected with unusual discretion. Here, 
incidentally, it should be remarked that business men whom 
the exporter often finds referred to in other countries of the 
world, particularly in Latin America, as “Turks,” are not 
Turks at all but natives of various Levantine countries, and, 
wherever they are found, they are to be regarded with caution. 
There are few Turkish merchants of importance, and it is one 
of the interesting questions of the future, what Turkey will 
develop into, since she has barred Greek and Armenian 
merchants from her borders. 

The trade of the Levant is a large one and is desirable, but 
it must be worked in sections. Greece must be handled from 
Athens. Constantinople, for ages the commercial capital of 
the whole Levant, will probably always continue to be the 
most important distributing point, but means of communication 
are so poor that Constantinople distributors do not as a rule 
extend their trade very far. They reach up into Bulgaria 
and to a limited extent along the south shore of the Black 
Sea. Down the coast of Asia Minor, they rarely go far, and 
Smyrna and Beyrouth must be treated as separate and distinct 
territories. Egypt is, undoubtedly, the best of all these 
Levantine markets and will be for years to come, at least so 
long as English control is maintained. Moreover, Egypt has 
a reputation for higher commercial morality than do the other 
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parts of the Levant, although its traders are of mixed nation- 
alities. Alexandria is more important commercially than 
Cairo. 

The other Mediterranean markets include those of Northern 
Africa, of which the only really important one is Algeria. 
Morocco, Tunis, and Tripoli are small and comparatively 
undeveloped. Algeria isa French colony, the most prosperous 
of any now belonging to France. The French customs tariff 
applies, but it is to be remembered that the European popula- 
tion is comparatively limited and the needs of the country are 
chiefly those of the natives. Here, as throughout the whole 
Mediterranean, French is the commercial language. 

Caribbean Markets.—Under the heading Caribbean, may 
be considered the markets of all the West India Islands, 
together with Mexico and Central America. 

Cuba.—Among the West India Islands is included Cuba, 
the largest buyer of goods from the United States of any Latin 
American country. This doubtless happens both because 
Cuba is so near to the United States and because of the pref- 
erential tariff in favor of American goods, to say nothing of 
the growth of American influence in the island. Havana, the 
capital, is the logical center for development of the trade of all 
Cuba. It is even reached by railway car ferry from Key West, 
so that unbroken carload lots of merchandise run through from 
Cincinnati to the harbor of Havana, although the great bulk of 
the shipping is by steamship. Some of the merchants in this 
island are of high commercial standing, others less so. There- 
fore business engagements should be preceded by careful 
investigation. 

Porto Rico.—Although Porto Rico is an American possession 
it is included in the West Indies. Naturally it trades most 
largely with the United States. San Juan, the capital, is the 
principal commercial point. Porto Rico is not nearly so rich as 
Cuba and is a smaller island and its trade will always probably 
be proportionately limited. 

Haiti and San Domingo.—The island which in the early 
histories of America was called Hispaniola consists of two 
independent and contrasting republics, Haiti, and the Domini- 
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can Republic. The latter is Spanish in blood and language. 
Haiti is French in language and of negro blood. ‘These, like 
other West Indian markets, lie so relatively close to the ports 
of the United States that mere proximity brings most of their 
trade to this country, and it is worth having, although the 
greater part of it consists of foodstuffs and the cheapest classes 
of wearing apparel. Nevertheless, as in all the West Indian 
islands, an aggregate of a good deal of business in sundry lines 
is to be found. ~The extent to which the business of these 
islands is cultivated depends naturally on the kind of goods and 
the disposition of the individual manufacturer toward the 
possible volume of business to be had. 

British West Indies.—The British possessions in the Carib- 
bean include the highly desirable markets of the islands of 
Jamaica and Trinidad, with Barbados coming next in impor- 
tance, and the groups of small islands known as the Leeward 
and the Windward Islands. All these combine to give some 
business in almost everything that the United States has to 
offer from automobiles to barreled pork. 

Other West India Islands.—Among the smaller West India 
islands are the group acquired by the United States from Den- 
mark a few years ago and renamed the Virgin Islands, unim- 
portant commercially. Then there are the French West Indies, 
chiefly the two islands known as Martinique and Guadeloupe, 
of comparative unimportance commercially, and the Dutch 
Island of Curacao. The latter has disproportionate impor- 
tance perhaps for one thing, because it ranks as the head- 
quarters for smugglers to the coasts of Venezuela and Colombia, 
so near to which it lies. 

Mexico.—Next among the Caribbean markets may be 
mentioned Mexico. The United States has a very large busi- 
ness throughout that country, as is doubtless inevitable because 
of proximity, easy communications, not only by water but by 
several through railway lines, and the growth of American 
influence, principally through American investments in mines 
and oil fields. Despite the turmoil in which Mexico has 
labored for years past, the markets of the republic have 
managed to survive and progress. The trade is large and is 
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highly desirable from all points of view and is open to almost 
everything that is made in the United States. The City of 
Mexico is the most desirable center for the cultivation of the 
trade of the whole republic, although many important centers 
are far distant and reached with difficulty. The Mexican 
trader is of good character on the whole and some American. 
manufacturers do business in Mexico, as they do in Cuba, on 
the lines they follow in the United States; but it is preferable 
wherever possible to deal in Mexico as well as in Cuba on the 
basis more usual and safer in all international trading, which 
will be explained in detail further on. 

Mexico is an example of the possible modification of trade 
demands by climatic considerations. There is a vast dif- 
ference between the hot climate of such seaport towns as 
Tampico and Vera Cruz and the climate of the interior plateau 
on which Mexico City stands, about 8,000 feet above sea level, 
where it is said that strawberries grow every month of the 
year and where light overcoats are often desirable on cool 
evenings. 

Central America.—The several small republics, Guatemala, 
Honduras, Salvador, Nicaragua, Costa Rica, and Panama 
make up Central America. Of these it is only to be said that 
the markets are somewhat small and limited and in many 
cases difficult of access. ‘Transportation is often enough crude 
and primitive, and internal politics has kept these countries in 
a state of ferment almost to be called perennial. Each of these 
states has virtually to be treated as a separate and distinct 
market so far as its development goes. Indeed, in the case of 
Honduras, for example, the Caribbean and the Pacific coasts 
are separate and distinct, since communication overland 
between the two sections is not practiced in a commercial way. 
It is not possible, or at least desirable, to entrust an agency for 
all Central America to any one concern. Throughout Central 
America, Mexico, Cuba, and Porto Rico, as well as the 
Dominican Republic, Spanish is the language universally 
employed. Included in Central America there is also the 
English Colony of British Honduras, rather more Spanish in 
some of its characteristics than British, but a fairly good, small 
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market whose trade reaches back into southernmost Mexico 
and over into northern Guatemala. 

Furthermore, it should be remarked that throughout the 
West Indies and Central America there is a very large per- 
centage of negro blood, ranging from pure African up to all 
degrees of dilution. In places this is varied with a further 
admixture of blood from the native Indians, and the same 
condition holds true throughout a great part of South America, 
notably in Brazit, Venezuela, and Colombia. 

South American Markets.—The so-called A B C countries 
are the first to be considered, since they are of the largest of 
the South American markets. They include Argentina, 
Brazil, and Chile. 

Argentina, the most populous of South American countries, 
is also the best of our Latin American markets, barring only 
Cuba. Buenos Aires, the capital, is the largest, finest, and 
richest city of South America, and the natural headquarters for 
the development of the trade of the whole Republic. There 
are other important cities, but the trade is centralized in the 
capital, which is fond of calling itself the Paris of the new world. © 
Its shops contain the latest luxuries of the whole world and 
the city bears the reputation of being one of the most expensive 
onearth. Its commercial reputation is excellent, although it is 
to be remembered that the commercial community is made up 
of several different nationalities. Several of the largest whole- 
sale and retail concerns in Buenos Aires are of English nation- 
ality. There are others of German blood, a few of Spanish, 
and there is a very large community of Italians. Spanish is, 
of course, the language of every-day intercourse and commercial 
correspondence. 

Brazil embraces a territory of tremendous extent, practically 
the size of the United States. But a large part of it is still in 
primitive, savage condition, and a good deal of it is as yet 
unexplored. Started as a Portuguese colony and for a long 
time ruled by an exiled Portuguese emperor, it is unlike any of 
the other Latin American republics, in that Portuguese is still 
the language used by its people, who are jealous of their 
individuality and should never be addressed in Spanish. The 
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population is centered in a few large cities, the chief of which 
is the capital, Rio de Janeiro. South of the capital lies the 
important commercial city of Sao Paulo, the capital of the 
district from which the greater part of the coffee of the world is 
shipped, and in this section of Brazil there are large settlements 
of Germans. Brazil is distinguished by a rather sharp division 
between the northern and southern sections. In the northern 
part, the districts along the Amazon may be reached almost 
as easily and quickly from New York or Liverpool as from 
Rio de Janeiro, the capital of the republic. Accordingly, in 
any plans for the full development for the trade of Brazil, it 
must be remembered that agents or distributors established 
in Rio are seldom, if ever, able to work trade in the north along 
the Amazon. For the latter district Pernambuco or Para 
may be best, although the trade is scattered. Brazil is one 
of the countries where there is a very large admixture of 
negro and native Indian blood throughout the bulk of the 
population. It has one of the highest customs tariffs of any 
country in the world, so high as rather effectively to debar the 
importation of many foreign-made articles that find ready 
markets in neighboring republics. The consequences are that 
these articles are only imported in their finest qualities, because 
on their high prices the customs duties do not bear so heavily. 
On the other hand, cotton goods, boot and shoe and other 
manufacturing industries have developed and require imported 
supplies. 

Chile, the third of the A B C countries, embraces a long and 
narrow strip of one thousand miles or so northward from the 
southernmost point of South America along the Pacific Ocean, 
reaching. only a few miles inland from the ocean to the Andes. 
The southern portion, as the land approaches the Antarctic 
Ocean, is temperate climate, but the northernmost part is 
almost subtropical. Valparaiso, the chief port of the country, 
or Santiago, its capital, are the logical points at which to estab- 
lish distributing agents for the whole Republic. Santiago is 
connected by rail across the Andes with Buenos Aires on the 
other side of the South American continent; hence travelers 
may avoid the long journey by sea around the lower part of 
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the Continent. The Chileans are unlike some of the other 
South Americans in that, at least hitherto, they have cherished 
what is virtually an oligarchical form of government and, unlike 
other South Americans, some Chileans are disposed to be 
proud of their admixture of native blood coming from the 
famous aborigines of Chile, the Araucanians, a very superior 
people in intelligence and in civilization. Chile is notable ina 
commercial way:for the physical dominance of some of her 
markets by German houses. 

Peru.—North from Chile is Peru, whose chief port, Callao, 
lies only a few miles from the capital, Lima, which is the 
commercial as well as the political capital. Peru was the 
ancient home of the Incas, the ruins of whose civilization are 
still marvelous, but the remembrance of the blood of the 
Incas does not linger in modern Peru nor is descent from them 
so highly esteemed as is the case in Chile. Peru is a thoroughly 
desirable market, although political conditions are not so stable 
as might be wished and the market is not so large as that of 
Chile. Peru reaches from the sea up inland even over to the 
headwaters of the Amazon, and here is an illustration of the 
necessity for the export executive sometimes to develop the 
territory of one country from an agency in another country. 
The City of Iquitos, a Peruvian town, can best and in a com- 
mercial way only, be reached by way of the Amazon River 
from the Brazilian ports on that river. 

Bolivia.—Inland, having no seaport at all, lies the Republic 
of Bolivia, which is reached by rail either from Peru or Chile. 
La Paz is the only city of commercial importance and the market 
is comparatively limited. 

Ecuador.—North from Peru is Ecuador, so named becaitse 
it lies directly across the equator. It may be hoped that pro- 
jects that have been undertaken for cleaning up the port of 
Guayaquil may result in abolishing what for a century has 
been known as a pest-hole. Indeed, plague of various descrip- 
tions has been so prevalent at this port that few travelers, 
comparatively speaking, have cared to risk disembarking there, 
even when steamers have not passed it by without a call. 
Though Guayaquil is the principal commercial town, yet 
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Quito, the capital city, is worth cultivation, and serves to 
illustrate again a feature that an export executive must always 
consider in regard to all markets. Guayaquil at sea level, so 
close to the equator, suffers from torrid heat; while Quito lies 
high up in the mountains, perhaps 10,000 feet above sea level, 
and there the climate is temperate, requiring the use of many 
commodities that find no employment in the hot port at sea 
level. Ecuador on the whole is not a highly important com- 
mercial country. 

Colombia.—North from Ecuador along the Pacific coast, 
are certain ports on the coast of Colombia from which the 
interior of that republic may be reached by the conveyance so 
common in the interior parts of Latin American republics, the 
mule; for there are no railways. But the main approaches to 
Colombia are reached after the traveler has passed through the 
Panama Canal and arrived in the Caribbean or Atlantic. Here 
are the Colombian ports of Cartagena and Barranquilla, the 
latter being the larger and more important, as well_as the point 
from which steamers on the Magdalena River penetrate the 
interior in the general direction of the capital, Bogota. 
Though Barranquilla may be judged the most important 
commercial city in the whole Republic, yet the geography of 
the land is such that many exporters divide the country into 
as many as four or five different districts, each of which is 
cultivated by distinct agencies. Much of the interior is wild 
and has scarcely any railway communication. There are 
certain conditions attached to Colombian commercial legisla- 
tion which make it highly advisable to do no business with 
any houses in Colombia in whom absolute reliance cannot be 
placed. It is impossible, for example, for an exporter to 
retain title to the goods he has shipped until they are paid for 
by the consignee in Colombia as is the usual practice in 
most countries of the world. This being impossible in 
Colombia, it follows that none but the strongest and most 
honorable concerns can be dealt with on any other terms than 
those of strictly secured payments. 

Venezuela.—Eastward from Colombia, along the coast of 
South America, is Venezuela. The capital, Caracas, is at the 


Ex Ex—6 


76 THE EXPORT EXECUTIVE 


same time the principal center for business. Venezuela is 
one more example of a country where difficult internal com- 
munication makes a division into sections necessary for com- 
mercial development. Caracas is the important point, but.it 
is difficult in the extreme to reach from Caracas either east- 
ward to Ciudad Bolivar or westward to Maracaibo. The for- 
mer, a small place but the commercial center for its district, is 
usually reached by steamer from Trinidad up the Orinoco, 
while Maracaibe, a hot tropical place, can only be conveniently 
reached by steamer from La Guayra via Curagao, but the trade 
of Maracaibo reaches inland and even into points of Colombia. 
Both Venezuela and Colombia may profit in the future from 
development of oil wells as well as certain mining enterprises, 
both of which will have to struggle with adverse native regula- 
tions. 

The Guianas.—Next to Venezuela, on the northern coast of 
South America, are the three Guianas lying on the north- 
eastern shoulder of this continent. Of these, British Guiana 
is the most important, a small market in itself, British in 
nationality, with English as its commercial language. Next 
is Dutch Guiana, a yet smaller market, a colony of Holland, 
but in which English is the usual language for commercial 
correspondence. Finally, comes French Guiana, utterly 
unimportant in a commercial way, chiefly serving as a convict 
settlement for the mother country. 

Uruguay.—On the Atlantic coast, south of Brazil is the 
small but thriving republic of Uruguay, with the important 
city of Montevideo as its political and commercial capital. 
This is perhaps the most stable of any of the South American 
republics and for years had the only gold currency among these 
republics, except Venezuela. The trade is a substantial one 
and is frequently worked from Buenos Aires, which lies in 
Argentina across the great River Plate, only a few hours’ ride 
from Montevideo. 

Paraguay.—Finally, the last of the Latin American republics 
to be mentioned is Paraguay, which is usually approached by 
river and rail from Buenos Aires. It is a small country with a 
limited market, which is centered in the capital, Asuncion. 
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General Considerations.—It should be remembered that 
Spanish is the language of all the South American countries, 
except only Brazil, where Portuguese is spoken, and the three 
Guianas, British, Dutch and French. Spanish, too, is the 
language in Cuba and Mexico, anditis far more important to use 
this language in trade development in these Spanish-speaking 
countries than it is to use any other language than English in 
doing business with other countries of the world. It should 
be remembered, too, that the tastes of all the Latin American 
peoples are essentially Latin and not Anglo Saxon; that they 
are disposed to regard Paris as the capital of the world, not 
London or New York; that trade customs are sometimes quite 
different from those of the United States, England, or northern 
Europe; that leisureliness, not haste, is esteemed. It is also 
true that though these countries boast of their culture and 
their honor, differences in blood and character must be con- 
sidered in business relations. Also it is a fact that in almost 
all these republics interior communications are primitive, and 
both travelers and shipments of goods are transported over bad 
roads on mule back. The customs tariffs of the different 
republics seem to be constantly in a state of flux, changing 
from year to year, occasionally from month to month, and 
sometimes seem to have been devised with the sole intent to 
perplex the exporter or importer. It is a curious fact, too, 
that the Latin American countries increase in population very 
slowly. While industrial development has taken place to a 
notable extent in certain directions in Brazil and Argentina, 
yet anything of the sort is certainly not encouraged in most of 
the other republics and natural resources are inadequately 
developed and legislation is even inimical to any develop- 
ment as it is to immigration. 

Australasia and the South Seas Markets.—What is called 
Australasia, one of the important markets for American goods, 
consists chiefly of the Commonwealth of Australia, the Island 
of Tasmania, and the islands making up the Dominion of 
New Zealand. 

Australia.—Important as it is, the Commonwealth of 
Australia may convey a mistakenly exaggerated impression 
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because, although of tremendous area, its population numbers 
only about as many people as the city of Greater New York. 
Vast stretches of the continent are still undeveloped and will 
remain so for many years tocome. Moreover, the population 
and the consequent buying power does not seem likely tc 
increase rapidly in the future, because it is dependent almost 
wholly on natural increase, since immigration is restricted 
both by geographical and by internal legislative causes. There 
is a strong tendéncy throughout Australasia toward a modified 
form of_ socialism, the policy manifesting itself in the cry 
“Australia for the Australians.’’ Constant efforts are made 
to stimulate local manufacturing industry, but, although there 
are some notable exceptions in several very large manufactur- 
ing plants, no great progress is made in manufacturing in 
Australia, because of the handicaps imposed by the compara- 
tive scarcity of labor and by labor demands. None the less, 
the several principal markets of the continent are most highly 
desirable and furnish important buyers of our goods. 

The population is centered in a few principal cities, notably 
Sydney, Melbourne, Brisbane, Adelaide, and Perth, each the 
commercial capital of its state in the Commonwealth. Of 
these, Sydney and Melbourne are predominant, Sydney, the 
larger, probably ranking first in the consideration of head- 
quarters for the development of the trade of the continent. 
Both Sydney and Melbourne have populations of approxi- 
mately one million each. The other cities named are very 
much smaller, yet there is this to be remembered in the 
development of business in Australia, that traveling between 
the different states of the commonwealth is not so common or 
frequent as it is between similar sections of the United States; 
therefore, some manufacturers believe it desirable to have 
separate agencies in every capital. The principal commercial 
agents, usually located in Sydney, travel about the different 
States once a year or in some cases twice a year. 

Australia, on the other side of the equator from us, has 
seasons precisely the contrary of ours and, though climate 
varies, yet the country deserves to be called warm, because 
snow is never known. Winters in the southern part of the 
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continent are marked by cool weather and penetrating winds, 
but in going north from Melbourne or Sydney to Brisbane, one 
progresses toward the equator, and in the northern parts of 
the continent virtually a tropical climate is found. Pre- 
dominantly an agricultural and pastoral country, Australian 
prosperity is largely governed by the annual rainfall, and 
occasional severe droughts are a serious menace whenever they 
happen. The people of Australia, almost exclusively of 
British descent, are marked by characteristics of the mother 
countries, England and Scotland, modified by colonial life; 
that is to say, we may regard them as fundamentally British, 
but to some extent similar to Canadians or Americans. Their 
commercial morality is excellent. 

Tasmania.—South of Australia lies the little island of 
Tasmania, sufficiently prosperous as a small community, but 
usually worked in a business way from headquarters in Mel- 
bourne; otherwise it is similar in general characteristics to 
Australia proper. 

New Zealand.—The three islands constituting the Dominion 
of New Zealand, of which two only are important, are in 
general characteristics also similar to Australia. The islands 
cover quite a long stretch of latitude from south to north, and 
the climate is in general temperate, with cold rains in the 
winter in the southernmost parts and mild, fine weather in the 
north. New Zealand is even more socialistic in tendency than 
is Australia and offers an interesting study to those interested 
in such developments. There are no very rich people and no 
poverty. The people are largely Scotch by descent, with 
many of the characteristics of their forefathers, anda high 
reputation in a business way. The total population is perhaps 
only one-half that of Australia, but the per capita buying 
power is nearly the highest in all the world. There are four 
principal cities: Auckland; Wellington, the capital; Christ- 
church; and Dunedin. Of these, only the first three need be 
considered as centers for trade development in the Dominion. 
Wellington is more centrally located and, therefore, possibly 
‘preferable, although Auckland has advantages to offer. 

South Seas Islands —Among what we may call the South 
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Seas markets may be included our American possessions, the 
Hawaiian Islands; these may rank as export markets because 
of distance and the sea transportation necessary. This 
territory is quite as deserving of cultivation as many of our 
sparsely settled Western States. A point often forgotten 
regarding business in Hawaii is the fact that the business 
community in Honolulu and one or two other places is regularly 
reported upon with financial ratings in our two principal 
commercial-agency books. 

The only other South Seas markets that are at present deserv- 
ing of serious consideration by exporters are Samoa, Fiji, and 
Tahiti. These are small markets, yet quite as deserving of 
attention and cultivation asare the somewhat similar markets in 
the nearer West Indies. The stranger is not a little astonished 
on landing for the first time in the erstwhile Cannibal Islands 
of the Fijis to find a rather thriving town in Levuka with a 
dozen automobile taxicabs drawn up alongside the landing 
stage. 

Other South Seas islands that attract a little attention 
include New Caledonia, a French penal settlement chiefly 
notable as a source of nickel, and New Guinea, which may 
possibly develop in the future under British control. There are 
other islands that provide a limited trade, some of which is 
worked by export houses in Sydney, Australia. 

African Markets.—The market of Egypt has already been 
considered in connection with the Mediterranean markets. 
The only other really important market in Africa is the Union 
of South Africa at the other extremity of that continent. 
This is a British dependency altogether similar in character 
to the Commonwealth of Australia which has already been 
described. The country is warm or subtropical in general 
character, with seasons exactly the reverse of those in the 
United States, and, although snow is occasionally known, it 
falls but rarely. There is a large admixture of Dutch or, as 
it is known, Boer, blood, with distinct communities largely or 
wholly inhabited by that people. A further characteristic, 
which differentiates the Union of South Africa from its sister 
colony, the Commonwealth of Australia where there are no 
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natives left, is the fact that in South Africa the natives are an 
important factor as laborers in agriculture and mining and as 
servants. Although of many different tribes, they may be 
generally spoken of as Kaffirs, and cheap stuff imported for 
them is often referred to as ‘‘Kaffir goods” or “‘truck.’’ 

There are two principal business centers in South Africa, 
namely, Cape Town and Johannesburg, the latter a thousand 
miles in the interior reached by rail from Cape Town and from 
the seaport of Durban on the east coast. Through the latter 
little port, most of Johannesburg’s imports are received 
because of the short rail haul. 

North of the Union of South Africa lies Rhodesia, a terri- 
tory that seems likely to progress rather rapidly in the future, 
but is at present only beginning its development; it is reached 
by a long and rather arduous railway journey from Johnannes- 
burg. From Salisbury, the capital, it is also possible to 
journey westward to the territory known as the Belgian Congo, 
which has important mining enterprises and will, undoubtedly, 
develop further in the not distant future. 

Of Africa as a whole it may be said that the only part where 
commercial development has not yet begun is the vast stretch 
known as the Desert of Sahara. All up and down the East 
Coast and the West Coast are little colonies each providing a 
certain amount of commerce, and belonging to different 
nations, England, France, Portugal, and formerly Germany. 
The German possessions on the West Coast and the East Coast 
are now under British control and will, doubtless, progress in a 
satisfactary fashion. 

Off the East Coast of Africa lie some fairly important 
markets, notably the larger French island of Madagascar, the 
smaller French island of Reunion, and the British island of 
Mauritius. In these islands trade exists, but in a strictly 
limited way. 

On the northeastern corner of the continent of Africa, is 
the Kingdom of Abyssinia, as yet of minor importance com- 
mercially in spite of efforts that have been made to develop 
trade there. Then there are the several colonies of England 
and Italy in what is known as Somaliland, chiefly notable as 
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entry ports for the interior back of them. There is a little 
trade at all of these places, chiefly in hardware and cotton 
piece goods, most of which is usually cultivated from the port 
of Aden, lying opposite in Asia. 

Oriental Markets.—In the trade of the Orient is included 
both that of what is known as the Far East and that of the 
Middle East. The Far East includes Japan, China, Man- 
churia, and the American islands of the Philippine group. 

Japan has a temperate climate quite similar to that of the 
middle section of the United States. The history and the 
character of the Japanese people are generally known. Com- 
mercially, the rule is to watch relations with native Japanese 
concerns with a great deal of care and leave no loopholes for 
disputes, while credits should be safeguarded in every possible 
way. Although Japan has made and is making marvelous 
progress in manufacturing and in industry, still there is a 
large import trade, indeed one of primary importance to 
American exporters. Japanese manufacturing is similar in 
many respects to German in that it is chiefly notable for the 
production of very cheap goods and of imitations of better 
European and American goods, made lighter or more flimsy in 
character in order that they may be marketed at attractively 
cheaper prices. Though the bulk of the Japanese population 
is extremely poor and their every-day life is not such as to 
require a great many of the comparatively high-class produc- 
tions of our own civilization, yet manners and customs are 
changing, and almost everything made in the United States 
may to some extent find a market in the empire. The foreign- 
born community in Japan is even large enough to warrant 
certain English retail establishments, which may be called 
department stores, catering to the European element. Tokio, 
the capital, is an important commercial center, as is Yokohama, 
the largest port. There is also Osaka, an important manu- 
facturing center and Nagasaki lying far down to the south. 

Siberia and Manchuria.—On the mainland of Asia opposite 
the Japanese islands, are Siberia and Manchuria. Under 
recent conditions little business is to be expected from Siberia, 
while Manchuria, whose chief commercial center is Harbin, 
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has been hardly less troubled and is but little more progressive. 
There are inestimable possibilities for trade in both of these 
territories, which the export executive should watch in the 
coming years. 

China.—In spite of years of revolution, China is a country 
in which tremendous development may be expected through 
coming decades. It is believed probable that the opening up 
and development of China, with Manchuria and Siberia, will 
mean a greater opportunity for the commerce of the world 
than will the opening up of Africa. Also that developments in 
these countries seem likely to precede and surpass any probable 
developments in South America. At present China is 
inadequately provided with railway lines, and internal 
communication is by the crudest and most primitive transpor- 
tation. The climate of the Chinese republic varies from warm 
in the south to cold in the north. The Chinese people rank 
well in commercial morality, which does not mean that there 
are not many typical Oriental tricksters in China, but it does 
mean that average business honor is higher in China than 
anywhere else in the Far East or Middle East or, for that 
matter, in the Near East. 

The population is tremendous in numbers, but the great 
mass of it earns but a few cents a day per capita and has no 
money to spend for ordinary American or European products. 
Nevertheless, there exists a very large import business in 
which American goods figure largely. This trade centers 
primarily in Shanghai, with Hangkow, Tientsin, and Mukden 
important innorthern China. Southern China centers at Can- 
ton, but the nearby city of Hong Kong, which isa British 
possession in Chinese territory, is the point usually selected 
as headquarters for distribution in Southern China. 

China, like Japan and some other Oriental countries, has a 
considerable European population resident in most of its 
large cities where there exist large retail establishments, many 
of them being department stores catering to the Europeans. 
That trade is distinct from the native or Chinese trade. In all 
of the Chinese ports there are established the houses of great, 
rich British merchants with here and there an American, 
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which handle the wholesale trade. American or European 
exporters do not attempt to do business with native retailers, 
but the European retail establishments have to be worked 
separately and sold for themselves, since they are not usually 
patrons of the other large merchant establishments that do 
the wholesale business with the natives. But there also exist 
both Chinese wholesale houses and Chinese retail department 
stores. Every resident wholesale merchant handles his trade 
with native retailers only through a rich, responsible Chinese 
employe; called a comprador, who knows his people and 
guarantees their accounts. 

Philippines.—Being an American possession the Philippines 
offer American exporters the advantage of free access for their 
products without customs duties that the products of other 
nations have to pay. The natural consequence is that American 
trade predominates in these islands. Despite American owner- 
ship and control, the language is Spanish and the preferences 
of the people in the cities are about equally divided between 
Spanish and American tastes. Though the inhabitants of the 
cities, of which Manila is by far the largest and most important, 
are civilized and use such products as those to which we are 
accustomed, yet the greater part of the people of the inland or 
country districts is composed of savages or people little better 
than savages. There are many American houses in Manila, 
but the business community is a mixed one, with American, 
British, Spanish, Chinese, and Syrian houses, each to be 
handled by the exporter according to its individual merits. 
English is, naturally, the language to be used in correspondence 
with American or British firms. Spanish is preferred by the 
other houses. 

Indo-China.and Siam.—In southern Asia, westward from 
China, lies what is called the Middle East, beginning first 
with French Indo-China. This French colony, whose main 
commercial center is Saigon, is not very important or very 
progressive. Business is usually handled through a few 
important French merchants located there. 

Next, to the west from French Indo-China, is Siam whose 
capital, Bangkok, is the only commercial center necessary to 
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be considered. Siam is prosperous and there is really con- 
- siderable business in this little Oriental country; this business 
is largely handled by European merchants, chiefly of British 
nationality, established at the capital. 

Dutch East Indies.—Southward from the two countries just 
mentioned lie the Dutch East Indies of which the island of 
Java is the principal in size and in commercial development. 
This is a Dutch colony and the commercial community is made 
up chiefly of Hollanders, but scattered among them are offices 
of a few large British companies. While Java has not been 
without its troubles, and under the rule of the Dutch has not 
made as great progress as might have been expected, still the 
island is exceptionally rich, has been prosperous’ and offers 
an attractive market to American exporters. Batavia, until 
recently the capital, is the chief commercial center, with 
Surabaya and Samarang to the eastward taking rank also as 
trading centers of importance. Of course, the great bulk of 
the population in the Dutch East Indies consists of natives, 
but there is sufficient European civilization to give rise to a 
large commerce with the rest of the world. The usual com- 
mercial language of the large importers is English. 

Straits Settlements—Westward from the Dutch islands, 
along the coast of Asia, are the narrow straits on which are 
situated the Straits Settlements and around them the Federated 
Malay States. Singapore, lying very close to the equator, 
is the commercial headquarters for all this part of the world; 
its trade even reaches to the Dutch East Indies and to Siam. 
The trade in this district is in the hands of British merchants 
with many Chinese, and its general characteristics are practically 
identical with those of British India. 

Burmah and British India.—Northward from the Straits 
Settlements, is Burmah with Rangoon as its commercial 
capital, and directly across the Bay of Bengal lies British 
India proper. Here is a country which includes almost three 
times as many human beings as live in the United States, but 
this population, of between 300,000,000 and 400,000,000 
people, does not imply proportionate purchasing power, 
although even the primitive needs of the great mass of the 
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people mean a total business that is very large in certain lines. 
It must be understood that of the total population there are 
only a few millions who earn more than from four cents to 
twenty cents a day, or who wear any clothing beyond a few 
light folds of cotton cloth, or eat much beyond a small daily 
portion of rice. The greatest trade of India is, therefore, 
in staple cotton piece goods for native wear. 

This trade naturally finds its way chiefly to Manchester, 
England, since there is little made in the United States to 
compete-with the special Manchester products produced for 
Indian needs and tastes, although India ranks as the largest 
buyer of cotton goods in the world. However, India 1S)) a 
large buyer of many things manufactured in the United States, 
even of such western luxuries as motor cars; and tools of all 
sorts are required by the natives in large quantities. The trade 
of the United States has never been but a fraction of what 
it would seem that it ought to be. It is entirely susceptible of 
much larger development. 

Bombay, Calcutta, Madras, Rangoon, and Colombo are the 
principal centers to be considered, the last named being the 
leading city in the island of Ceylon. There are a great many 
other large cities and, in view of the distances and the fact that 
local concerns in one city as a rule serve only a limited territory 
immediately surrounding their own location, it is sometimes 
found desirable to establish separate agencies in other cities 
than thosenamed. Karachi, for example,is quite an important 
distributing point for the northwest, even for the Persian Gulf 
and Afghanistan, while large cities like Lahore and Delhi serve 
both their own big populations and large surrounding terri- 
tories. 

The main thing to be remembered by the export executive 
in contemplating trade with India is the sharp line of dis- 
tinction between native trade and European trade. The 
native trade is handled by wholesale merchants, among whom 
are included many large, long-established, and rich British 
merchants as well as a few of other European nationalities 
and, chiefly in the cotton-goods trade, a fairly large number of 
important native Indian houses. The trade of the large 
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European population to which an American can cater directly 
is concentrated in the principal cities in the shops owned and 
managed by Europeans. In the larger cities, Calcutta and 
Bombay, the retail shopping districts are made up of establish- 
ments somewhat similar in character to those in United States 
cities, at least so far as the character of the goods is concerned. 
These retail concerns do not purchase their supplies through 
neighboring wholesale establishments, but they are direct 
importers on their own accounts from Europe and the United 
States. Several of the more important retail establishments 
maintain their own offices in London, as do practically all the 
big British wholesale merchants in India, the magnitude of 
whose business astounds the man who for the first time gains an 
insight into it. Accordingly, a manufacturer of, say, house- 
hold hardware, for example, may have to adopt two different 
ways of doing business in India. To reach the native trade he 
should arrange with a large wholesale distributor; to reach the 
department stores and hardware shops catering to the Euro- 
pean population in the same city, he will have to do business 
directly with these European retailers. These remarks’ apply 
equally to Japan and China also. 

It goes without the saying that all of India is very hot, the 
thermometer marking all the way from 80° F. to 120° F. the 
yearround. The native population is divided into an incredi- 
ble number of different religions and an even greater number 
of castes. Order and progress are maintained through British 
tule. Recent agitation looking to native self-government, or 
actual independence, is not likely to strike a responsive chord 
in any man who has personal knowledge of the people and 
their dense ignorance. The commercial morality of business 
establishments in India is to be judged accordingly. The big 
British merchants are, with only a rare exception now and then, 
of the highest caliber and character. The native Indian mer- 
chants, of no matter what race of the many to be found in 
India, are to be regarded with suspicion. There are a few of 
them that are very wealthy and among these a few of irre- 
proachable character, but, speaking broadly, a native house 
ordinarily offers scant basis for credit. Moreover, it is to be 
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remembered that the British and other European merchants in 
India regard the natives with much disdain, or very much in 
the way in which the whites of our own southern states regard 
the negroes. It is somewhat difficult, then, for an exporter 
to do business both with native concerns and European concerns 
in India, while it is never under any circumstances to be 
expected that a native agent in the Orient can sell any Euro- 
pean house. 2 

Other Asian Countries.—Of the remainder of Asia there is 
little to be said of commercial importance. There is a certain 
trade in limited lines in Persia and Arabia and the several 
little countries that have been carved out all around the 
Persian Gulf, but most of this trade is not important enough to 
warrant special regard or intensive cultivation. The chief port 
of interest is the British settlement of Aden whose trade 
extends up the Red Sea shores as well as across that sea into 
Africa and down the east coast of Africa, also around in the 
other direction up the Persian Gulf. It is, of course, entirely 
possible that anticipated developments of oil fields in Mesopo- 
tamia and Persia will promote civilization and introduce 
modern transportation and merchandise. At present interior 
commerce is still maintained by camel caravans as it was 
five thousand years ago and civilization has not much farther 
progressed, yet even now itis notable that the journey from 
Bagdad to the Mediterranean is comfortably and quickly 
accomplished by passenger automobiles. 


CHAPTER VI 


INVESTIGATING EXPORT OPPORTUNITIES 
IN FOREIGN MARKETS 


Preliminary Considerations.—Wholly human is the ques- 
tion very often asked by manufacturers or others when they 
first contemplate the extension of domestic business into for- 
eign markets: “‘Can these goods be sold in other countries and 
in which ones? How can I find out?’ This question is asked 
not always in regard to merchandise that is novel or unusual, 
but often as to standard articles that it is easy for almost any 
one to learn are actually being exported. Therefore, in 
beginning the consideration of the practical work of exporting, 
the ways and means of answering the “‘if’’ and ‘‘where”’ will 
first be examined. It will shortly be discovered that while 
there are certain sources from which some information may be 
secured, yet that information is likely to be unsatisfactory 
and without significance, and that the usual practice of success- 
ful manufacturers and merchants is now, and always has 
been, to disregard preliminary inquiries and to learn about their 
prospects in foreign markets through the actual effort to market 
their merchandise there. While this is the usual procedure 
of practical men, it is a fact that many writers on the theory of 
export trading advocate a thorough investigation of foreign 
market possibilities, and even declare that considerable loss of 
time and money is certain to result unless such investigations 
are undertaken prior to an effort to sell goodsin foreign markets. 
Successful exporters, however, seem to feel that they can 
obtain the only satisfactory information about prospects for 
specific articles and obtain it as quickly and as cheaply as in 
any other way possible, through their efforts actually to sell 
goods; and that it is only after a beginning of trade has been 
made that it is worth while attempting to make an investi- 
gation as to market possibilities; further, that even then the 
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investigation should be as to the possible extent of a given 
market and the best ways of developing it to its greatest possi- 
bilities. The first problem, then, is to answer the question of 
the man who knows nothing about foreign trade, but would 
like to learn whether there are foreign markets for his wares. 
For the benefit of such person, consideration will now be given 
to five different phases of the subject. 

What Preliminary Inquiry May be Desirable.—The manu- 
facturer wants to know, Can these goods be exported and to what 
countries? He may fancy there are a great many other ques- 
tions to ask, but this one covers the only information really 
essential to him, and this is the only preliminary investigation 
that ought usually to be undertaken. 

This preliminary investigation so far as concerns a specific 
market may aim to cover the following points: (1) Does the 
article meet a need or demand, or, if it is in the nature of a 
luxury, does the character of the people incline to indulgence 
inluxuries? (2) Isanything similar at present being sold in the 
market under investigation, or anything that answers the same 
purpose? Ifso, where is it obtained and what are its character- 
istics? (3) If nothing similar, or answering the same purpose, 
is at present known, are there any local conditions certain to 
prevent the introduction of a new or improved article? (4) 
Is there something manufactured locally, in the country under 
investigation, which is so heavily protected by import duties 
in that country as to make the introduction of foreign goods 
extremely difficult and promise only a limited trade develop- 
ment? 

These four subjects for investigation cover the only inquiries 
that in most cases it is either necessary or desirable to make by 
way of a preliminary investigation as to the possibilities of a 
given foreign market. Doubt may be expressed as to possi- 
bility of meeting competitive prices; but any manufacturer 
who owes his business success at home to his ability and 
intelligence may be reminded that he probably has competitors 
at home offering cheaper prices than his, and that he can meet 
similar competition abroad, just as at home, with a forceful 
and appealing sales argument for the superiority of his own 
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wares. Whether precisely identical or even similar commodi- 
ties are already known and introduced.in a foreign market, 
should not be a consideration of grave moment to a manu- 
facturer who produces something that has won success because 
it presents peculiar and desirable characteristics and certain 
advantages; for these can be urged just as successfully in other 
countries as at home. Demand, existent or non-existent, ina 
foreign market can be developed and even created. Improve- 
ments, superiority, desirability, can be demonstrated in any 
market and win trade. 

The question, Can these goods be exported and where will 
they find markets? can in some cases be answered by a simple 
reference to statistics. The manufacturer of steam locomo- 
tives may easily learn from government statistics of the 
numbers and the values exported to each of the principal 
markets of theworld. But similarly easy answers are not found 
to inquiries about many special products. A manufacturer 
may find tables of exports or imports of “files and rasps,”’ but 
he cannot tell from these tables what proportion of the quanti- 
ties reported consisted of files and what proportion rasps. A 
man who makes nothing but rasps will be just as much at sea 
as to the actual demands for rasps after he has studied these 
statistics. Are gasoline stoves exported? A manufacturer 
knows that they are; but how many, to what countries? 
Statistics tell of “oil and gasoline stoves’’; how many were oil, 
how many gasoline? Export statistics of automobiles do not 
reveal the proportionate demands for two-seated roadsters, 
touring cars, and closed cars. Statistics show the numbers of 
cars with their declared export values. A manufacturer may 
make certain deductions, backed by what he knows of the 
trade. How much business is done in exporting automobile 
bodies? Published figures give no clue at all. In short, 
statistics alone, even vastly improved as they have been, as 
frequently as not fail to give the definite, specific information 
that the man beginning an investigation usually feels that he 
must get relating to the possibilities for export trade in his 
own peculiar product. 

In seeking to answer the question,Can these goods be sold? 
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positive results may in some cases be obtained, but wholly 
negative results in a good many other cases. It may sometimes 
be demonstrated that similar commodities are already being 
exported. As to highly specialized articles, or those in the 
nature of entire novelties, certain conclusions may be drawn 
from the existence of an established business in merchandise 
more or less closely related to that about which inquiry is 
made. Deductions thus made may ultimately prove, when 
the effort actually to develop business is made, to have been 
reasonable or unwarranted, as the event may determine; for it 
is obviously, more often than not, entirely impossible to deter- 
mine as to sales possibilities or sales volume, in advance of the 
actual effort to do business. A manufacturer inquires, for 
example, as to possibilities for exporting mint lozenges. There 
are facts easily learned relating to the general confectionery 
trade in various countries of the world; but, even if it is 
established that mint flavor is a favorite in a given market, who 
can say definitely, except the man who hasactually been engaged 
in that special business in the market in question, that the 
manufacturer’s peculiar mint lozenge can be largely sold? 
Who would have guessed twenty years ago that American 
chewing gum would have its present large trade in Australia? 
Moreover, with many, perhaps in the cases of most, specialized 
products, a great deal of educational work is required in open- 
ing and developing trade. It is often possible that many 
specialties may be succéssful in small experimental beginnings 
of business, but the business thus opened may develop or fail 
to develop, from any one of many different reasons; for 
example, because of the ability and the interest, or because of 
the lack of those qualities, on the part of the importer who first 
experimented with the new goods; because a market has been 
rightly appraised, or because of a mistaken judgment of the 
market’s possibilities; because of the shrewdness and aggressive- 
ness of the original manufacturer in promoting his own business, 
or, on the other hand, because of his lack of aggressiveness or 
lack of attention in following up and developing beginnings. 
Reasoning from analogy ought therefore to carry very little 
weight in determining the question, Can these goods be sold? 
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Unwarranted conclusions should not be drawn from scattered 
information secured as to different markets of the world; 
as that information may have been obtained from time to time, 
sometimes at long intervening intervals. Because it appears 
that there is no present market for automobiles in the Sahara 
Desert, it must not be concluded from that fact, in advance of 
other and localized reports, that there are not markets for 
them in South Africa and in Spain. Negative or discouraging 
reports as to one market, even if they come from authorities 
apparently worthy of serious consideration, do not necessarily 
bear any relation at all to possibilities in another market. 

The only really vital question is, Do there exist local con- 
ditions of one sort or another that absolutely prohibit chances 
for business, or at least for considerable and profitable busi- 
ness, in a given market? This vital question is one that it is 
exceedingly difficult in most cases for any one save a technical 
expert in the manufacturer’s own line of business to answer 
satisfactorily. It might have appeared a logical prediction 
a number of years ago that there was not likely to be an 
attractive market for automobiles in Egypt or in Argentina 
because there seemed to be no opportunities for operating motor 
vehicles in Egypt except in the streets of Alexandria and Cairo 
and on the road to the Pyramids; or in Argentina, excepting 
in the streets of Buenos Aires. In neither instance did there 
exist country roads which automobiles could negotiate, at least 
comfortably. The development of actual automobile busi- 
ness in both markets makes the prediction of such an observer 
look foolish today; but similarly mistaken prophecies are as 
easy to make today in regard to many an article of commerce, 
unless the observer is intimately acquainted with the article 
itself, with the qualities or characteristics that have developed 
a large trade at home, and unless he has the vision to appraise 
future possibilities in the foreign market under consideration. 

How Investigation of Chances May be Undertaken.—The 
question, Can these goods be exported? is a perfectly legitimate 
one, but the results of any long-distance investigation that is 
made in this respect are by no means to be regarded as con- 
clusive. Obviously, the only real investigation of a foreign 
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market which is possible and which is likely to result in a 
definite and final answer to the question, is a study in the field, 
made by the manufacturer himself or by a similarly qualified 
technical expert from his own organization. Even then, the 
investigator must be a good deal more than a mere salesman 
or trade expert. He must be able to appraise the character of 
a people, as well as the character and the present extent of a 
market, and he must be broad enough to visualize possibilities. 
Indeed, the ordinary salesman does not make the ideal investi- 
gator as-to possibilities. His efforts are naturally and selfishly 
confined to the attempt to secure immediate orders. His time, 
as well as his interest, is limited to the one specific object. 

Introducing goods, even ina small and experimental fashion, 
is the first answer to the inquiry, Can these goods be sold? 
It is obvious, however, that it is a physical impossibility for any 
ordinary manufacturer or merchant to devote to a preliminary 
investigation of chances to sell goods in foreign fields the 
large amount of time and money required for a personal study 
of possibilities, even when the investigation is joined to actual 
selling efforts. Therefore, the great majority of manufacturers 
who would like to extend their markets must adopt other, 
even if less satisfactory, means of appraising, if not actually 
determining, their chances. 

It should be understood that the results of paper investiga- 
tions can never be as satisfactory as the results obtained by a 
highly trained and well-qualified individual visiting the market 
in question, and there, on the ground, securing every detail of 
which he is in need. For he can obtain the local atmosphere 
and a hundred side lights on the situation and on possibilities 
and desirable means of attaining them, which otherwise might 
never suggest themselves. However, only a paper investiga- 
tion can be made in most instances, and such, in any event, 
should precede the trip of a personal investigator, so that when 
he arrives abroad he may have in hand as much information as 
possible as a foundation for further development of the investi- 
gation. 

One thing that seems difficult for many people to appreciate 
is the fact that in all essential characteristics export trade 
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differs in no respect from domestic trade, at least so far as 
sales development goes. The way to get business is to try to 
get it. Whether initial orders are large or small does not 
matter. How small business can be developed to big business 
is a question to be determined after one has the small business. 
The effort to secure a beginning of business may cost no more 
than would a paper investigation of apparent possibilities. 
The attention of most manufacturers has first been drawn 
to export possibilities by one of two facts. Either unsolicited 
orders from foreign countries have been tendered the manufac- 
turer, although how the foreign buyer ever heard of the manu- 
facturer or his products is quite unknown, or the manufacturer 
has chanced to learn that some of his own competitors at home 
have in one way or another developed an export demand for 
their products. In either case the hint ought to be sufficient. 
The manufacturer then has good reasons to believe that there 
are possibilities for him. Sometimes, even then, he has to be 
convinced, but, especially if he is very much inclined to doubt, 
he will never be convinced by the paper inquiries which theorists 
are fond of discussing.. If he is of the shrewd, aggressive type, 
he is quite sure to argue that the best and quickest way of 
determining whether his goods can be sold and of obtaining 
the most satisfactory comments on his chance is actually to 
try to sell them. He is likely, therefore, to take the bull by 
the horns and address himself directly to responsible buyers 
or agents in foreign countries who he may have reason to 
suppose may perhaps be interested in the article to be sold. - 
He will tell these merchants or these agents just what he has, 
and if possible will send samples, or at least solicit the privilege 
of so doing. He will proceed on the assumption that the 
article is.a highly desirable one, ought to be sold, and that his 
correspondents will be interested in it. He will never beg the 
question. He will never ask whether the article can be sold, 
or how much of it can be sold, or why not. He will feel reason- 
ably sure that some replies received from an actual and care- 
fully devised sales effort will either demonstrate the existence 
of a market, or give reasons for the non-existence of such a 
market, and in either case may be made to lead to further 
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correspondence, developing in its course all the details that 
the exporter wishes ultimately to learn. 

Though some authors refer rather slightingly to ‘‘small manu- 
facturers who sell abroad as opportunity offers, which requires 
no investigation and usually but little preliminary work or 
expense of any kind,” it is a notable fact that the largest manu- 
facturers and selling organizations in the world began their 
export business’on a small scale, investigating promising 
markets later, as the development of business encouraged them. 
It may~even be doubted if any of them ever adopted the 
advice of theorists as to the desirability of inquiring first and 
selling afterward. Certainly some of the component companies, 
formerly independent, which now make parts of great aggre- 
gations like the Standard Oil Company, the United States Steel 
and the International Harvester companies, had export busi- 
ness, sometimes were forced against their wills into certain 
markets, long before they dreamed of the elaborate research 
investigations that the bigger, consolidated corporations have 
since instituted with a view of improving or enlarging already 
existing business. 

What Preliminary Investigation is Easily Possible.—First 
of all it is essential that the research department, or the inves- 
tigator of any description, define exactly just what information 
is essential; and that any inquiries be specific and precise, so 
that an unusually clear idea will be conveyed as to the com- 
modity whose sales possibilities are being investigated and on 
which prevailing or future conditions may have a bearing. 

Sources of information for a paper investigation of foreign 
markets include authorities or references here at home and 
correspondence with authorities of some description in the 
foreign market under investigation. What sources of informa- 
tion are to be found at home and immediately available? 

It may be taken for granted that the persons in charge of the 
investigation will exhaust all the possibilities in local public 
libraries and wherever printed works of reference are to be 
discovered. In addition to books of travel and description 
referring to interesting markets, there may be found encyclo- 
pedias, gazetteers, and many other general sources. The 
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investigator ought to know as much as possible through his 
own studies before he asks information from anybody else. 

Other sources of information of which inquiry may be made 
include all of the sources of help mentioned in Chapter IV, such 
as Government Departments, export and other business 
associations, banks, shipping and forwarding concerns, export 
merchants, consuls of foreign countries located in the United 
States, publications in which the manufacturer may advertise, 
other manufacturers of allied, similar or even competing goods, 
and anybody who makes foreign business trips. Of all these, 
two are preeminent, namely, the Bureau of Foreign and Domes- 
tic Commerce, and other manufacturers. Most of the informa- 
tion available from associations and publications is originally 
derived from that Bureau of the Department of Commerce of 
whose tremendous resources most people have not the faintest 
conception, but which are freely at the disposal of every 
reputable manufacturer. The actual experience of other manu- 
facturers in exporting may be exceptionally valuable, par- 
ticularly when they are in person or through a competent 
traveler, well acquainted with some foreign countries. One 
need not hesitate to approach even directly competing manu- 
facturers;for many are broadminded, and cooperative consulta- 
tion is coming more and more into fashion, as it should. The 
least satisfactory information is likely to be obtained from 
foreign consuls in New York and other seaports and from export 
merchants in this country, for reasons that have already been 
explained. None the less, whatever information is to be 
anticipated, no possible source should be neglected. 

Having exhausted all available sources of preliminary 
information at home, the investigator ought to have a suffi- 
ciently good idea of whether it is possible for him to get some 
export business, and perhaps of the markets where he has the 
best chances. However, he may still be timid, or he may 
think that he requires more information as to technical details 
than he has been able to secure. In this case he may address 
United States consuls or commercial agents located abroad. 
But he must not make the mistake of fancying these officials 
are technical experts in his specialty. They probably know 
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little if anything about it, and will only learn by going out into 
the market and asking local business men. To ask questions 
intelligently, they must themselves be posted intelligently in 
the first instance. The product must be put before them and 
explained in simple, elementary fashion; the questions asked 
should be restricted to a few vital ones—these officials are 
busy men and their available time is limited—and the ques- 
tions should be such as a man who does not fully understand 
the subject can easily answer with a little study of his market. 
However it is difficult to understand why any such extended 
inquiries abroad should ever be thought necessary before an 
effort is made to get orders on the basis of what has already 
been learned at home. 

Similar inquiries may also be made of other foreign authori- 
ties. If the timid manufacturer has especially close and 
intimate relations with some banks having foreign branches 
or that specialize in handling foreign exchange, it may, perhaps, 
be possible for him to persuade such banks to forward his 
questionnaire to their correspondents in the countries (if 
there are only one or two of them) which it is desired to investi- 
gate. There are some advertising agencies that attempt to do 
something of the same sort for their advertising clients. 

In the foregoing, an attempt has been made to enumerate 
the principal ways in which a manufacturer may try to answer 
his first question, Can my goods be exported? But this fact 
ought never to be forgotten: there is not an article made in 
this country for which some export business, to some foreign 
country, cannot be developed; and the really interesting ques- 
tion always should be, If to one country, why not to others? 

Irrelevant and Unnecessary Inquiries.—Three subjects of 
inquiry have been enumerated as covering the essential pre- 
liminary knowledge about chances to sell in foreign countries. 
There are literally dozens of other subjects for investigation 
which are included in the long lists which some writers on 
foreign trade are fond of compiling. It is, for example, recom- 
mended that a thoroughgoing investigation be made of such 
questions, among others, as: the competition offered by other 
foreign goods, the extent of the existing trade and the 
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credit in the market under investigation, the methods adopted 
there by competing houses, the modifications necessary in order 
to adapt goods to a given market’s requirements or desires, 
what import duties are imposed, what the cost of ocean 
freights, etc.? 

The shrewd merchant or manufacturer almost always dis- 
regards these and other similar questions. When he approaches 
a possible buyer he seldom, if ever, regards it as good business 
policy, if for no other than physchological reasons, to begin by 
asking whether his goods can be sold. The successful sales- 
man takes the other point of view. He assumes the position 
that his goods can, of course, be sold and he asserts that they 
must be sold. Therefore, in considering foreign market possi- 
bilities, the man likely to be successful as an exporter is 
satisfied to restrict his preliminary investigation to a general 
inquiry as to business actually being done in articles more or 
less like his own, and to a study which he himself may and 
should make of the general characteristics and the compara- 
tive importance of the markets of the world. 

So far as the extent of trade, actual or prospective, is con- 
cerned, he is content to leave determination of that question 
until after he has begun to get a little trade. The competition 
offered by other goods does not trouble him in foreign markets 
more than it does at home, nor do his competitors’ methods. 
He has his own goods to sell, and if he has been successful in 
demonstrating their superiority or desirability at home, he is 
full of confidence that he can do the same thing in other 
countries and, no matter what methods an investigation may 
report his competitors as adopting abroad, he knows what 
methods seem best to him and he has reason for believing that 
he can continue to pursue them successfully. He is not inter- 
ested in investigating these questions in any preliminary way. 
He leaves them until, at a later day, he wishes to determine 
how he can most largely develop the beginnings of business. 
Some advisers recommend as an essential subject for investi- 
gation, what they call ‘“‘customary terms of credit.’’ The wise 
merchant or manufacturer realizes that, if there are such things 
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in any country, such terms are elastic and may be modified. 
The experienced merchant knows that the buyer will exact the 
best terms he can obtain, and that sellers of desirable goods 
always dictate such terms as seem to them to be necessary or 
suitable. 

The manufacturer is sometimes impressed by reports of 
non-technical investigatorsas to modifications which are said to 
be desirable or nécessary in his products, in order that they 
may be introduced successfully in a certain market; but the 
manufacturer himself is satisfied with his goods as he produces 
them. He believes their characteristics the best, and he 
recognizes many of the suggestions for modifications as 
revivals of old-fashioned, played-out ideas, long ago discarded 
in the progress of his own manufacture. Should it appear 
desirable to introduce modifications to meet local requirements 
of some sort, he knows that he will learn all about them after 
experiments in actual business have been made with his goods 
as they are. Itisas they are that he wants to sell them, and 
he does not want preliminary advice or glittering generalities as 
to possible changes regarded as desirable by half-informed 
observers or theorists. He is not impressed seriously with 
reports of investigators as to the customs tariffs in foreign 
countries, excepting only when his own goods come into 
immediately direct competition with large and important 
native manufacturing industries producing comparable goods. 

Competitive prices in foreign markets are almost always 
what first and most seriously impress the ordinary manufacturer 
or merchant who is contemplating expanding his, business into 
export fields. This matter will be considered at some length 
further on when the subject of making export prices is dis- 
cussed; meanwhile, it may here be said that in every city 
under the sun there is a sale for the highest-priced goods that 
are made, as well as for the cheapest goods. Moreover, very 
few articles made by different manufacturers, one at one price, 
another at a different price, are exactly indentical, one with 
another. It is, therefore, largely, if not wholly, a question of 
salesmanship, whether the higher-priced goods can be so 
adroitly presented as to make sales. If the goods are worth a 
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orders—if he has the ability to be something more than a mere 
order taker. It is notable that every report of an intelligent 
foreign salesman which emphasizes the keen competition of 
cheap goods which he is meeting and the ‘‘cheap”’ character- 
istics of the market he is visiting (the author has such a report 
before him as he writes), always contains such qualifications as, 
to quote such a very emphatic letter, ‘‘I have not accomplished 
all that I would like to, up to the present, and what I have 
accomplished has taken me somewhat longer than I expected, 
still I have gotten results.”” In other words, in markets that 
are distinguished by a preference for cheap goods, where low 
prices are popularly of the first importance, it is harder to sell 
high-priced goods, and perhaps trade in them may be limited, 
but the important thing is that they can be sold everywhere, if 
the goods have quality and merit and if they are cleverly 
presented. 

The foregoing, it will be observed, is an argument for the 
restriction of any preliminary investigation to the bare essen- 
tials; that is, to the one vital question. All other possible 
subjects of inquiry may sound interesting, until elements in 
successful business enterprise are analyzed. It is hoped thus 
to show that whatever may be the scope of later investigation 
in a foreign market as to its possibilities for development and 
the means of securing greatest development, the essential 
preliminary investigation may properly be strictly limited. 

Investigations to Improve Business Already Established. 
Though an extended and elaborate paper investigation of the 
first question, Can my goods be exported? is not to be regarded 
as necessary, yet the time comes in the experience of a success- 
ful exporter when it is emphatically worth while to institute an 
elaborate research into characteristics and conditions in 
presumptively large foreign markets, where some business has 
been started, in order to determine scientifically how to get the 
most possible out of such markets. This is a question wearing 
an entirely different complexion from the first one, and will be 
discussed in a later chapter when ways of doing export busi- 
ness are considered. Briefly, the export executive will follow 
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closely the example of clever, up-to-date domestic sales 
managers; he will want to, know all about the market to be 
cultivated, its actual consumption of the goods that he has to 
sell and its possible consumptive capacity, where its present 
supplies come from and what his share is and ought to be; 
who the buyers of such goods as his are and whom they 
patronize and why; the characteristics of the market and its 
people, and how,’ therefore, consumption in his line may be 
increased; what his agents are doing or not doing, and how they 
may be spurred on, or forced, to do more. In the results of 
this effort to expand sales, lies the real test of the ability of the 
export executive. Too much emphasis cannot be laid on it, 
but it must be understood that, first of all, business must be 
started, the entering wedge inserted, the avenue of approach 
secured in more or less satisfactory fashion. Knowledge and 
comprehension of his markets is essential to the export execu- 
tive, just as to the modern domestic sales manager. No matter 
how much or how little time he finds for personal traveling 
abroad, he cannot possibly visit each and every foreign market 
where he does, or may do, business. Study, research, con- 
sultation, must occupy much of his time—salesman, manu- 
facturer, clerk, must be united in the person of the export 
executive. 


CHAPTER VII 


PATENTS AND TRADE-MARKS IN 
FOREIGN COUNTRIES 


How Important Are Trade-Marks and Patents?—Quite 
early in the export experience of a manufacturer there is likely 
to arise the question, Will somebody in these foreign countries 
be likely to steal my patents or trade-marks if I try to do busi- 
ness there? This is a really serious matter, but it must be 
considered with intelligence and judicially. It is by no 
means necessary thoughtlessly to assume that before any 
efforts are made to get foreign business the trade-marks and 
patents must be registered in every country under the sun. 
Periodically, ‘‘scares’’ are projected into the community of 
manufacturing exporters, based on horrible examples of foreign 
highway robbery of our rights in patents or trade-marks. 
But one may very wisely ask oneself such questions as these: 
How artistic or intrinsically attractive is my trade-mark? 
How dependent uponitamI? Can TI easily and without detri- 
ment omit it or replace it, in case it is pirated? Can I get 
along just as well without it? Just how much good is my basic 
patent, anyhow’ Haven’tI,in my safe, new variations on my 
basic patent that I am holding up for an opportune moment, 
that I can put into effect to offset any foreign pirate? If 
my patent were something most unusually desirable, would 
not foreign manufacturers have stolen it long ago? Would 
they not have known all about it before ever I started to try to 
do any business of my own in their countries? So the foreign 
registration of patents or trade-marks is not really a question of 
doing export business. The moral may be, first try to get the 
business, then protect it. 

Registration of Trade-Marks in Other Countries.—Of 
legitimate interest to exporters is the question of the necessity 
or desirability of registering trade-marks in foreign countries, 
especially, when to do so, if at all. 
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To register a trade-mark in all countries of the world costs 
a great deal of money. ot every trade-mark is worth 
registration at home, certainly not in all countries. 

An attractive and characteristic trade-mark is a highly 
desirable possession of a manufacturer or an exporter in the 
development of his foreign business—is even more valuable in 
other countries than in the manufacturer’s own country. 
Buyers of his products who have been satisfied and pleased with 
them know them only by the mark with which they have become 
acquainted; they rely upon it and are more loyal to it than are 
buyers at home. However, the character of the mark has a 
highly important bearing on its worth and usefulness. If the 
mark consists of an English word only, native buyers in India 
or China, for instance, will not readily recognize it; if it is 
unpronounceable in other languages, native buyers in Latin 
America and in other countries speaking other languages will 
not be peculiarly impressed by it.. If the mark embodies a 
design, it may sometimes convey offence to native buyers. 
For example, the cross does not appeal in Mohammedan 
countries. Certain care has to be exercised in the choice even 
ofnames. ‘Royal’ may not be allowed in England, especially 
if coupled with an English place name. “La Parisienne’? may 
be forbidden in France, if the goods are not made in France. 
“Blectric’”’ may involve the maker of goods so labeled in trouble 
when shipments are made to Australia, for example, if there is 
nothing electric about the article. In the United States the 
Federal Trade Commission is active in suppressing misleading 
brands; so in other countries of the-world, authorities do not 
welcome marks that are likely to give a mistaken impression 
as to the origin or as to the nature of the goods. 

In considering the desirability of trade-mark registration in 
foreign countries the first question that suggests itself is, What 
are likely to be the motives of any one disposed to appropriate 
an unregistered mark or to counterfeit a mark? It is generally 
known that in many countries the first applicant secures a 
trade-mark whether or not he is its original proprietor or - 
designer. 

Much has been heard about trade-mark pirates in various 
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countries of the world, notably in Japan and Argentina. 
There seem to be only three motives for piracy. First, the 
wish to keep goods bearing a special mark out of the country; 
second, to control the sale of goods bearing the mark in ques- 
tion or otherwise to appropriate the mark for the pirate’s 
own purposes, and, third, blackmail, that is, forcing the legiti- 
mate proprietors of the mark to pay money to the man who has 
registered it in his own name, for the privilege of selling their 
own goods in that country. 

It is evident that pirates are not likely to be inspired to steal 
a manufacturer’s trade-mark unless the mark itself is so 
intrinsically attractive or desirable that it may be wanted 
for use on sundry products, perhaps not at all similar to those 
on which it is used by the original owner of the mark. Or, 
pirates’ motives may be inspired by the actual volume of 
business developed in goods bearing the mark, or which 
appears reasonably certain to be developed by those goods. 

Many manufacturers think of their trade-marks merely as 
distinguishing their goods. The marks themselves may not 
be in any degree attractive or designed to inspire the admiration 
or envy of others. The name Smith, even if printed in gothic 
letters and surrounded by a wreath, or surmounted by a 
crown, is not at all likely to inspire a pirate to steal it for its 
own sake, because it is pretty or novel, or valuable, as a mark. 
On the other hand, a unique design, a grotesque or appealing 
figure, may immediately suggest its usefulness for all sorts of 
purposes, Mr. Smith need have little fear of his trade-mark 
being stolen or registered by some unauthorized person until 
Smith’s goods have been introduced in the market and seem 
likely to become popular. 

It is usually only when a product of some description has 
been introduced in a market, seems to be good and likely to 
sell in fairly large quantities, that trade-mark pirates are 
impelled to seize the mark and register it in their own names 
in the effort to control the sale of the product bearing the 
mark, or to dictate terms to the manufacturer of that prodtict. 
In rare cases, however, names and marks may sometimes be 
stolen in advance of the introduction of goods distinguished 
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by them. Some time ago considerable excitement was raised 
by the performances of a certain Portuguese who had registered 
in Portugal and Brazil the names and’ marks of something like 
fourteen different American manufacturers of automobiles, 
many of whom had never done any business at all in either 
country. This was a case where the pirate took time by the 
forelock. He knew that with the growth of the automobile 
trade and the constantly increasing popularity of American 
cars, these manufacturers in the United States would sooner or 
later introduce their cars in Brazil and Portugal, even though 
no effort had previously been made to do so. When that 
should happen he intended to be ina position to dictate terms 
through his control of the makers’ marks. 

It seems, therefore, that the real question as to the regis- 
tration of trade-marks is not whether to do so, but when to do 
so. A peculiarly and intrinsically attractive mark may very 
well be registered in every principal country of the world, 
just as soon as the idea suggests itself to the proprieter of the 
mark that export business is to be had and must be sought. As 
for trade-marks of no particular value or attractiveness in 
themselves, they may be registered, at the outset of business © 
relations, in countries where piracy is commonest, or where 
the largest volume of trade is anticipated. Other countries 
may be neglected until trade has actually been started, or even 
until such trade shows signs of growth to important volume; 
but, in every case, whenever real business of importance has 
been initiated or is promised, then the manufacturer or exporter 
should lose no time in securing adequate protection for his 
mark. 

Protection Abroad Through Foreign Patents.—Patents in 
foreign countries present another subject for the early and 
careful attention of the exporting manufacturer. Patent 
protection, is, of course, only necessary in manufacturing 
countries where possibilities exist for duplicating or imitating 
the manufacturer’s property. In this respect, patents obvi- 
ously differ from trade-marks. Even in such countries, 
the necessity for local patent protection may depend upon 
several considerations. For example, how important a busi- 
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ness in the patented article it is possible to develop in a given 
country. A business in that country amounting to $50,000 a 
year may seem to the manufacturer large and desirable in 
addition to business of similar volume developed in each of 
many other countries; but the local demand amounting to 
only so much a year might not be attractive enough to a native 
manufacturer to dispose him to undertake a highly specialized 
manufacture. On the other hand, it is to be remembered that 
the native manufacturer may also have in mind the possibilities 
of developing his own export trade to various parts of the world 
in competition with the original manufacturer. 

In the next place, there is the question as to the ease of 
manufacturing a patented article. Does it require elaborate 
and expensive plant or machinery, patterns or models? 
Will the investment in the necessary plant for the manufacture 
of the patented article be so heavy as to discourage imitators or 
infringers? 

In principle, exporters handling patentable articles and 
seeking to develop their business throughout the world, 
should secure patent protection in every manufacturing coun- 
try, even though the market in some such countries may be of 
small importance. 

In this connection it should be remarked that, to maintain 
the validity and protection of patents, it is necessary in some 
countries, notably in England and in France, for patentees to 
manufacture their goods in those countries, or have their goods 
manufactured for them there. Similar laws prevailed in 
Germany before the World War, but, through a friendly 
arrangement, were waived in the case of American manu- 
facturers; and in Germany, and to some extent in France, it 
was found possible to comply with legal provisions by making 
locally only a few of the simpler parts, and shipping over the 
remaining parts and assembling the finished product locally. 
It is doubtful whether similar arrangements will meet the 
requirements of the British laws. Therefore, in the absence of 
arrangements for manufacturing locally in whole, or in some 
cases in part, patent protection in the countries in question is 
of slight importance, so far as exporting possibilities are con- 
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cerned. The real question is as to the volume of business that 
it may be possible to develop in the country in question, 
whether it is likely to amount to enough to justify manufactur- 
ing locally, or enough to make the rights to manufacture under 
the manufacturer’s patents worth selling to native concerns, 
or whether it is not likely to be big enough, even ultimately, 
to tempt infringements. Yet, even in the last case, it may be 
worth while to ineur the cost of the patent in that country, as 
a kind of insurance policy against eventualities. 

In any.case, itis worthy of note that some prominent manu- 
facturers of patented goods have sometimes relied for protec- 
tion far more on the trade-mark which they have attached 
to their products than on their patent rights. But this, 
once more, really resolves itself down to adroit salesmanship, 
to introduce goods widely and well and so popularize their 
name and mark that even precisely the same articles will not 
sell under any other name. In such cases the trade-mark 
furnishes equal or better protection and, moreover, is much 
easier to defend than is a patent. 

How to Secure Foreign Registration of Patents or Trade- 
Marks.—In all countries, there exist attorneys or agencies of 
some description who specialize in securing patent or trade- 
mark privileges from their own government. In the United 
States there are such attorneys who devote themselves largely, 
sometimes exclusively, to securing protection of this sort in 
all foreign countries, are familiar with the laws of other 
countries, and have their corresponding attorneys in all 
countries. A manufacturer may patronize either kind of 
attorney. In the former case, acting directly through a foreign 
attorney, the costs may very likely be less, but a great deal 
of correspondence, often in foreign languages with abstruse 
technical expressions, will be entailed with a tremendous 
amount of detail. Moreover there is the question of the 
honesty and good faith of the foreign attorney. The con- 
venience and comparative simplicity of operating through 
attorneys here at home who are recommended as specialists in 
foreign registration commend this second way of proceeding 
to many. It has this further advantage, that it is possible 
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easily to learn of the character and reputation of the home 
attorneys. However, it is quite naturally to be expected that 
their fees will be considerable, since they not only assume the 
responsibility, but save a good deal of time and relieve the 
applicant himself of much detail work. 

In all cases, without exception, patent and trade-mark prop- 
erties should be secured in the manufacturer’s own name, 
never in the name of a customer or sales agent. 

Again let it be emphasized that this important matter of 
protecting one’s rights in patents and trade-marks abroad is 
never to be neglected, but to be studiously and shrewdly con- 
sidered as to the desirable Where and When. However, in 
but very rare cases is it a question preliminary to the attempt 
to get export orders; it develops with the initiation of actual 
business. 


\ 
\ 


CHAPTER VIII 
DETERMINATION OF EXPORT SALES POLICIES 


Who Should. Determine Policies.—Whatever may be the 
position of the export executive and whether he be termed 
export manager or foreign sales manager, his primary and 
perhaps most important duty is the determination of the export 
sales policies that are to be adopted. This is a distinctly 
serious matter and one that is, or should be, solely within 
the province and the discretion of the export executive. No 
officer in the organization, no other employe who has not made 
a study of exporting, is fitted to determine this policy. For 
a policy must be planned with a full understanding that con- 
ditions always govern, and that the policy will be adapted to 
varying conditions in the differing markets of the world. 

Speaking in a very general way, one may say that there are 
two broad ways of developing export trade, two policies to 
choose between: Indirect exporting, and direct exporting. 
The meaning of these terms will be explained shortly, but, 
meanwhile, there is a prelitninary thought which must always 
come before anything else in the exporter’s mind. 

Property in Name and Mark Valuable.—It surely must be 
quite clear that the manufacturer’s property right in his trade 
name, and in his trade-mark, coupled with the peculiar 
characteristics of his merchandise, is an invaluable asset which 
he must never, under any circumstances sacrifice, throw 
away, or surrender to any other persons whatever; that it is 
the manufacturer himself who alone has any real, live, and 
permanent interest in that asset. Yet experience has shown 
that there is, often enough, grave danger that this principle 
will be forgotten in a manufacturer’s eagerness to get an 
order, or his unreasoning enthusiasm over what seem to be 
attractive prospects of business. There may be advantages 
attached to the indirect method of developing sales; there may 
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be other advantages involved in direct-selling operations; there 
may be disadvantages attached to either or both methods; but 
the great underlying principle determining the choice of 
method must always be the manufacturer’s broad, foresighted 
view of the vital interest he has in controlling his own brand 
and of the prospects and possibilities for goods that are his 
own and nobody else’s. Whatever arrangements may be made 
for the development of trade in different markets, no other 
persons of any description will have or can have the same 
interest in the goods as has the manufacturer himself. His 
constant, never flagging cooperation, as well as control, is 
positively essential to the development of anything more than 
occasional, which means comparatively insignificant, export 
business. 

Indirect Exporting Methods.—The term “indirect export- 
ing’ may be used to distinguish the policy of having no direct 
business relations with buyers of goods in foreign countries. 
To the man who hears of export trade for the first time it may 
seem inconceivable that it is possible to get any business in 
other countries of the world without having business relations 
with actual foreign buyers. To manufacturers who are a 
little timid and who have not made a study of exporting, the 
indirect method often commends itself as easiest and safest. 
Even to the largest and most experienced exporters, the indirect 
method seems sometimes the best for certain countries. What 
is meant by “indirect exporting?” 

It means doing business for export only through those 
houses, located at home in our own country, which are pro- 
fessionally and solely devoted to exporting as their one business, 
or which do business as exporters of our goods and importers 
of foreign goods into this country. To define them better to 
the man who has never heard of such concerns, they may some- 
what inaccurately be called export jobbers, though that is 
not at all what they really are. At any rate, it is sufficient for 
our present purposes to know that there are many such 
houses in our own country who may have orders to place for 
American goods for their customers in foreign countries, that 
these houses are to all intents and purposes just like any other 
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strictly domestic customers (excepting that they ship out 
of this country the goods they buy), they speak our language, 
they are close at hand, their credit standing is easily learned, 
and it seems as though all complications connected with doing 
a foreign business may thus be avoided. 

Just what these houses are, their facilities, and their limi- 
tations, will be considered at some length in Chapter X. 
For the moment it should be noted merely that the export 
executive has this way of developing his foreign business. 
He must decide where and when to use this method, and why; 
and if he decides against the indirect method, in some or in all 
cases, he will very likely have to give convincing reasons to 
some of his superiors to whom the method may appeal strongly 
because they know little or nothing about the export business. 

Direct Exporting.—The policy of doing business directly 
with the actual buyers of goods in foreign countries is direct 
exporting. It involves presenting and selling the goods 
directly to them, more often than not shipping directly to 
them and collecting the accounts directly from them, although 
sometimes it may happen that the foreign buyers have agents 
in this country who attend for them to the shipping and 
financing. The essential thing in direct exporting is the direct 
relations established between manufacturer and customer 
which are wholly missing when business is restricted to the 
indirect method. Direct exporting means greater expense, 
more labor, and some complications, on the part of the manu- 
facturer, perhaps greater chances of financial loss. On the 
other hand, this method may sometimes be considered likely 
to lead to the larger development of business. 

In succeeding chapters an effort will be made to reach a 
clear understanding of sundry aspects of direct exporting, for 
it is this policy which really makes the export executive a 
necessity in any large organization. .Evidently enough, 
judgment, clear, shrewd and mature, is called for, with experi- 
ence and thorough knowledge of.conditions, ways, and means. 
The ignorant, the amateur, the mere theorist, may involve 
his house in most serious complications if not in losses. Yet 
the manufacturer would like to get, if any, the largest possible 
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export trade. Large trade demands effort and involves 
correspondingly large risk. In the extension of effort and the 
control of risk, the ability of the real export executive is tested. 
Little if any specialized expert knowledge is required in 
following the indirect method of exporting; a great deal is 
called for in the direct method. Hence the study of exporting 
is virtually restricted to phases of the direct method. 

Combination of Direct and Indirect Methods of Exporting. 
It is possible and it often happens that both direct and indirect 
methods may be utilized. Sometimes a manufacturer himself 
attends to his foreign selling, promotes demand for and 
consumption of his goods in foreign markets, but insists that 
all export orders be shipped and financed by agents of his 
customers in this country. More often, a manufacturer 
handles his business in one country in the direct fashion, but 
does only an indirect business with another country, because 
of lack of desirable direct contacts there, or because some 
indirect fashion seems to present some advantages or facilities 
in that special market. Indeed the latter is perhaps more 
often than not the method adopted by the rank and file of 
manufacturers. Knowledge, experience, and judgment are 
called for in the export executive in this case as in any. 

Best Available Export Policies Always to be Adopted.—The 
different ways of developing export business have now been 
outlined, and the different elements involved in each kind of 
policy will next be taken up. In reviewing the subject, the 
conclusion may be emphasized that any enterprising and 
aggressive exporter will always allow conditions to govern, will 
always seek the best means available in each market of the 
world. In one market he will do business in one way; ina 
neighboring market in another way. If he desires greatest 
success he will not, he must not, bind himself to any one hard 
and fast rule or policy. Even if he prefers the indirect method 
of developing export business and searches intelligently for the 
best professional export houses in the United States throtigh 
which to develop businessin foreign markets, he should keep an 
open mind and be entirely prepared to take advantage of an 
attractive opportunity to develop a certain market through 
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direct operations there. It will sometimes be found possible 
to find export houses whose organizations ina given market seem 
to offer desirable, perhaps the most desirable, means of develop- 
ing that market. On the other hand, in the case of other 
markets, no such export houses may be found which are 
available for development purposes, or which have trade 
and facilities in such markets adapted to sales development in 
the line of merchandise in question. The greatest ultimate 
future business must always be the target to be aimed at. 
That business must be a permanent one. Export trade 
must never be regarded as temporary or transient or as a 
by-product. 

Since opportunities for developing trade in the attractive 
markets of the world may vary according to markets, or 
according to circumstances,:and since only the one best way 
of developing each market should be considered and studied, 
it is more than ever clear that the indispensable preliminary 
to any adequate development of an export business involves as 
thorough as possible a knowledge of each market. The best 
way to be adopted in each market must be determined and 
that best way be sought. However, even when the best way 
is recognized it may not always be available. If it develops 
after study that the best way in a given market be through 
cooperation with a certain‘ American export house, existing 
affiliations and interests of that special commission house 
may put it out of consideration so far as a given manu- 
facturer is concerned. If the best way in a given market 
appears to be through direct connections with a large importer 
in the market, it may not be possible, for many reasons, to 
make that connection. In one market the best and most 
desirable connection may be established, in another market it 
may become necessary to accept the second- or the third-best 
connection of one description or another. The one best and 
desirable way of developing each market must, however, always 
be kept in mind, hoped for and aimed at, as the method 
ultimately to be secured if possible. -This is one of the reasons 
which makes advisable a good deal of flexibility in export 
prices, which will be referred to in the following chapter. If 
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the second- or third-best affiliations have to be chosen at first 
for the development of certain markets, a valuable recourse of 
the manufacturer may be on additional price concessions which 
he may be able to offer to better and more desirable connec- 
tions in those markets, when he, later on, finds a chance of 
getting connections there which he could not get at first. 


\ 
\ 


CHAPTER IX 
MAKING EXPORT PRICES 


Importance of Right Prices.—In the concluding paragraph 
of the preceding chapter there is a hint of the effect of prices 
on export. trade possibilities. The policy to be adopted in 
making prices for export, and the diplomacy to be exercised 
in the fashion in which they are quoted, are further tests of the 
caliber of the export executive. The making and naming 
of export prices rank among the highest and broadest duties 
of the executive, yet are at the very foundation of his export 
trade. He must have a good deal of knowledge of and 
appreciation for the problems of manufacturing, he must also 
have broad views and genuine merchandising shrewdness. 

Prices at which goods shall be offered for export are, beyond 
any question, an important element in foreign sales develop- 
ment. Yet the question essentially is a simple one. At 
bottom it merely involves the consideration of cost plus 
reasonable profit, exactly as does a similar problem in domestic 
trade. The impression is, however, widespread that it is 
customary or desirable to quote, for export, lower than domestic 
prices, and this impression is assiduously cultivated by foreign 
buyers and domestic export merchants and commission houses. 
None the less, it is not to be forgotten that export trade, to be 
desirable must in one way or another be profitable; moreover, 
that cost estimates themselves are almost always subject to 
modifications from various causes, or on sundry theories. 

Price Competition Not Always to Be Feared in Exporting. 
Even in countries where there are important manufacturing 
industries, the exporter is frequently not at all abashed by that 
knowledge; for he believes that he has in his own goods 
peculiar characteristics which make them somewhat different 
and a good deal more desirable than the products of the native 
factories, He knows. that jewelry manufacturers of Provi- 
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dence have taken certain of their more highly specialized 
productions to Pforzheim and sold them there successfully in 
the very center of the cheap jewelry manufacturing industry 
of Germany. He knows that while the United States have 
imported in years gone by tremendous quantities of German 
scissors and shears, yet American manufacturers of such 
‘specialties as large tailor’s snips have found that Germany 
made nothing so good in that particular line as the products 
of American cutlery manufacturers. He has seen American 
rubber overshoes sold in Germany in face of German competi- 
tion and at higher prices than the German goods, and so in 
innumerable wares he has discovered that merchandise of any 
description which possesses commendable qualities or character- 
istics can be exported, pay freight charges and customs duties, 
and be sold at fair prices, despite the competition of the manu- 
facturers in the country to which it goes. 

Competitive prices are indeed serious in the case of staples 
and rough goods, especially those quoted on the exchanges in 
which there is a more or less firmly established and recognized 
price. The day’s range of prices for various grades of cotton 
on the principal American cotton exchange is cabled to all 
cotton-buying countries. Similarly, prices for various kinds 
of grain are known immediately on the exchanges of all 
countries as such prices are established in the United States, 
Argentina, Australia and other grain-shipping countries. Steel 
prices are pretty widely known and more or less established 
and fixed, so far as the rougher forms of such products are 
concerned. But it is easy to give entirely too much weight to 
the effect of strictly competitive prices on possible trade 
extension, even in the case of many staples or rough products. 
Prices on a cargo of lumber depend largely on the specifica- 
tions for the lumber which it is desired to purchase. Prices 
on iron pipe or wire nails may similarly be governed by the 
make-up of the specifications. In manufactured goods of 
general character, competitive prices are not, or should not be, 
allowed to be a serious consideration by those contemplating 
the development of export sales. While there are rather firm 
quotations from day to day on bacon, merely as bacon, yet 
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the meat packer who puts up a special brand of bacon, wraps 
it or labels it in a special fashion, claims for it unusual qualities, 
does not sell his product at prices reported as ruling on the 
produce exchanges. He gets a special price for his special 
product, and is successful in marketing it at profitable rates 
in competition with the coarser, common bacon. | If the same 
meat packer takes his bacon, slices it up and sells it in attrac- 
tive glass containers, he still further removes himself from 
competitors and has something quite different, a specialty of 
his own, to sell at such prices as seem to him suitable and 
profitable, irrespective of prices for other bacon or “market 
quotations.” 

So far as manufacturers in general are concerned, the ques- 
tion as to the possibility of selling goods in other countries of 
the world does not hinge on prices for which similar goods are 
actually being sold in the same countries. As a matter of 
fact, there are probably few articles manufactured in any 
country which do not find a certain, even if a limited, export 
demand, reaching, if no others, nearby foreign markets, 
whose very proximity develops international business relations, 
even if the more intimate national acquaintance and spread 
of the neighbor’s influence from one country into the other 
has not created demand for such articles. Thus, in the 
United States many manufactured goods find a considerable 
sale in Cuba and Mexico, because of both the proximity of 
those markets and the considerable development of American 
influence there. If, however, the goods in question have been 
found suitable and desirable by Cuban and Mexican merchants 
and consumers, the question may, it seems, quite naturally 
suggest itself, why, with the right effort, not also in Central 
America, Venezuela, indeed all Latin America? 

So far as competition, in foreign markets, with other 
American manufacturers is concerned, that competition differs 
only from competition with the same concerns here at home 
in that the goods are not so familiar abroad and the relative 
importance and characteristics of the different manufacturers 
are not so easily appreciated. Whether competition with 
other American goods in foreign markets be easier or harder 
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than it is at home depends largely on how thoroughly and well 
competitors have established and entrenched themselves, and 
on the ability displayed by the manufacturers who arrive later 
on the field. 

It must be understood that we are not now talking the 
language of the economist. Present-day fondness for ‘index 
figures” and discussions accompanied by graphs of the 
“average level of prices” may be of very great interest in many 
respects; but when economists discuss the effects on inter- 
national trade of ‘higher or lower relative prices’’ in different 
countries for “‘cutlery, shoes, and machinery,” the manu- 
facturers of a special kind of cutlery, of shoes of a certain 
quality, of a patented machine that is more or less unique, 
are likely to argue that their possible trade will depend on 
the individual excellence of their products and on their ability 
to persuade prospective customers of that excellence. Then, 
too, students of economics should note that we are in this 
chapter concerned only with ‘‘money prices.” 

It has been pointed out that prices at which competitors offer 
goods need not have a serious bearing on the individual prob- 
lem, excepting only in some forms of staples whose values are 
rather definitely fixed and determined by Produce Exchange or 
other quotations. Higher prices than those offered by com- 
petitors usually convey the impression that there must be 
quality in the merchandise to warrant higher prices, and there 
are always merchants everywhere who require quality, who 
prefer the best there isto behad. High-priced goods, therefore, 
do now and always will obtain success in opposition to cheap 
goods, although it is quite natural that the cheaper goods will 
command the largest trade and that demands for high-priced 
and quality goods may be comparatively limited. 

Arguments for Lower or Higher Export Prices.—Excep- 
tionally low prices for export quotation may be advantageous, 
because one has to consider that importers in distant markets 
are subjected to many handicaps, and while costs of ocean 
freights may not be greater than rail rates in the home market 
as between manufacturer, or producer, and customer, yet 
there are usually import duties to be paid, with many supple- 
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mentary charges, a heavy interest rate for considerable periods 
of time elapsing between the shipment of the goods and their 
actual resale by the importer, as well as the carrying of local 
credits by the importer, and his comparatively heavy invest- 
ment in merchandise, necessitated by his distance from the 
source of supply. Many manufacturers who have not 
themselves had any experience in importing supplies from 
overseas do not.réalize the position of the importer in the fore- 
going circumstances. It is one thing for a merchant in the 
domesti@ market, situated 300 or 500 miles from the manu- 
facturer from whom he procures supplies, to be able to write 
letters and obtain replies the next day, to place orders for 
limited quantities required for immediate use, and obtain 
them quickly or when he wants them, and quite another thing 
for an overseas importer to carry on correspondence extending 
over months with suppliers many thousands of miles distant, 
anticipate his requirements by a year and speculate to that 
extent on market conditions then likely to prevail, often 
invest considerable sums of money in merchandise about which 
he is a little doubtful, and always take chances as to’ the 
expenses that will be incurred before the merchandise is 
actually in his warehouse and at his disposal for resale at 
problematical profits. The lowest possible price quotations 
for export are urged on all ‘of these accounts. 

Higher prices for export than are quoted for domestic 
trade are not infrequent and may be justified and even neces- 
sitated. For example, additional costs may be involved either 
in special features of manufacturing processes which are neces- 
sary to produce the merchandise to be exported, or in special 
kinds of packing which are required for export shipment, or 
even in the calculation of additional time, attention, clerical 
help, and general overhead expense that may sometimes be 
involved in carrying on an export trade. Then, too, not a 
few manufacturers are dissatisfied with the rate of profit 
which they are able to obtain in the domestic market and 
are anxious to develop foreign sales only if they are able to 
obtain a larger rate of profit from them. 

The question as to whether export prices should be higher 
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or lower than domestic prices may seem, as a rule, to be one 
of the policy thought wisest in each individual case. A word 
of warning must, however, be interjected here. Most countries 
of the world have adopted what is called “anti-dumping”’ 
legislation. Of this more will be said later. Just now it may 
be noted that in shipping to many countries manufacturers 
have to supply certificates that the prices named on their 
invoices are the same as are charged for similar goods in 
this country. While it is sometimes possible, it is never very 
easy or desirable to maneuver around this certificate. 

Cost Calculations May Be Modified for Export Prices.—The 
argument that export prices may sometimes be lower than 
domestic is perfectly justifiable and, whether or not the manu- 
facturer actually quotes lower prices, he may wisely remember 
the facts and consider his export trade correspondingly profit- 
able. 

Ordinary, domestic cost calculations usually involve such 
elements (in addition to costs of materials and labor) as 
advertising expense, general overhead expense, and sales 
expenses. Such items in the cost estimates are usually 
figured, on the basis of actual past experiences, at a certain 
percentage on the selling price of the merchandise. If a 
great deal of money is customarily expended in advertising 
the goods in question in the domestic market, to promote sales 
at home, but only a very small amount is expended in promot- 
ing export sales, then some manufacturers believe that, when 
they make cost estimates on export goods, the usual percentage 
calculated for advertising expense ought to be reduced, the 
domestic sales being made to carry the strictly domestic 
advertising. Similarly, in regard to the percentage at which 
selling expenses are estimated—it may be less or it may be 
higher in the export than in the domestic trade and costs are 
figured accordingly. If small export selling expense is 
incurred, is it fair to saddle the higher costs of selling in the 
domestic market on the goods exported? 

Again, the estimates of cost for general overhead expense 
may be reduced on export goods, because it is expected and 
intended that business obtained from foreign markets will be 
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developed to such a volume as will extend half-time work in 
the whole factory to full-time, or keep the plant busy between 
domestic seasons, and the whole overhead expense ultimately 
be similarly reduced. Many a manufacturing plant has 
capacity for greatly increased production without increasing 
to any considerable extent the general, unavoidable, overhead 
and administration costs. Export work is an addition to the 
factory’s turnover, otherwise not to be secured. If the 
full allowance for overhead expenses is charged against export 
as against-domestic products in the cost estimates, the result 
is unfair favoritism to the domestic goods and an unfair 
burden on the export goods, because the percentage of cost of 
overhead to turnover is reduced as the turnover increases with 
the addition of export orders to the plant’s production. The 
total net result is of course an increase in the manufacturer’s 
profits, which he would not enjoy if he did not have the export 
turnover, but it is really a question for the serious study of 
the manufacturer: To what point can he reduce prices for 
export through cutting the percentage charged in his cost 
estimates for overhead, with the expectation of filling up the 
idle portion, or idle time, in his plant (which has to be 
paid for anyhow), without increasing his whole overhead 
expense? ; 

This point is one that it is of the greatest importance that 
American manufacturers understand in the future far better 
than in the past. It may mean not only greater profits on the 
whole business, but it may offer opportunities for filling upa 
plant with orders for new kinds of goods, made especially for 
foreign markets and unlike anything wanted in the domestic 
trade, because it is found possible to compete with foreign 
manufacturers in such special goods through the reduction in 
selling price brought about by figuring costs with the lower 
estimates for overhead, etc., to which they may seem legiti- 
mately entitled. In other manufacturing countries, far more 
serious and scientific consideration is given to projects for 
making special goods exclusively for export than has hitherto 
been the case in the United States. There are obviously 
notable advantages to many American manufacturers in 
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filling up their works with special export orders, made possible 
by logically based low prices. 

The Practice Commonly Called ‘“‘Dumping.”—Not infre- 
quently a wild outcry is made by politicians masquerading as 
statesmen, both in our own and in other countries, over what 
is represented to be the immorality of selling goods at lower 
prices to foreign buyers than to buyers at home. The public 
prints sometimes reflect the superheated language of the 
debate when tariff discussions are on the carpet. Professorial 
economists refer to it as a device of “‘a tariff protected monop- 
oly”’ to realize monopoly profits at home while selling more 
cheaply abroad. But all of these people seem to forget, if 
they ever knew the fact, that in Great Britain precisely similar 
complaints of cheaper prices to foreigners have been made of 
British manufacturers in regard to goods which there have no 
tariff protection whatever. In reality the policy is not at alla 
question of national economic theory, but strictly one of good 
business practice. Indeed, it may often be possible that through 
following this practice the prices for home consumption may be 
kept lower than it would otherwise be possible to maintain 
them. The business legitimacy of such possible reductions in 
cost calculations on export goods may be questioned, and in 
any case must depend on the individual conditions existing in 
each manufacturing plant. Some of our largest corporations 
are nowadays taking the broad view; others, particularly the 
smaller manufacturers, prefer to shut down plants when they 
cannot force the domestic market, already saturated to 
capacity. 

The principle involved in selling goods for export at lower 
prices than those usually demanded in domestic trade is 
sometimes referred to as “dumping.” It is not exact, how- 
ever, to use that term in this connection or without qualifica- 
tion. Dumping is more properly to be understood as getting 
rid of surplus products in foreign markets when they are unsal- 
able at home and at no matter what prices; hence, dumping is 
a temporary expedient only, for special cases; and usually 
special quotations are made for accumulations that are unsal- 
ableathome. The principle discussed in preceding paragraphs 
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is one that applies to regular and permanent business designed 
not for a single occasional transaction, but asa scientific basis 
for continuous and permanent trade development. 

Most countries of the world object to the principle of dump- 
ing, because they regard it as an unfair advantage taken by 
foreign manufacturers over their native industrial concerns; 
and some of them make strict regulations to prevent it, whether 
as a temporary or spasmodic operation, or as a regular 
practice. This is true, for example, of practically all British 
colonies, notably Australia and South Africa. How severe 
such regulations may be is to be judged from the form of 
certificate required by the customs authorities of Australia 
and some other British possessions to accompany goods 
shipped to them. Such a certificate is shown on the back of 
Fig. 6, which is fully described later in Chapter XX, Docu- 
ments for Export Shipping. This certificate means exactly 
what it says, and is not lightly to be disregarded. If there is 
valid reason to believe that the invoice values thus 
certified are in fact lower than domestic prices in the 
United States, the customer in Australia, the buyer 
of American goods, is penalized by having to pay additional 
duties of several times the amount of the proper duty, a 
procedure that does not tend to increase that customer’s 
ardor to buy more goods from the offending manufacturer. 
Furthermore, Australia maintains a Commissioner in this 
country, a major part of whose time is occupied in 
investigating American domestic prices for such goods as are 
commonly shipped to Australia and checking up the certified 
invoices which must accompany such export shipments. 
When there arises suspicion that the certified invoices give 
prices lower to the Australian customer than buyers in this, 
our own, country receive, the export executive of the manu- 
facturer under suspicion is quite sure to receive a call from 
the Australian official, and in self-defense, to save penalties 
on his customer, must substantiate the statement in his certi- 
ficate that the export prices are not lower than the regular 
domestic prices. 

Here is sometimes a puzzling situation for the exporter, 
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the officials of the other country. For example, the case of a 
manufacturer who has different list prices here at home, one 
for jobbers, one for retailers, one for consumets. Or again, 
the manufacturer who sells at one price in our Eastern States, 
at another price in our Western or Southern States. But 
fairness is the one thing that these officials usually require. 
Any suspicion of bad faith is pretty sure to react on the exporter. 

It is undoubtedly the better policy not to attempt to juggle 
these “‘anti-dumping”’ certificates, or dodge similar regulations 
in any country. None the less, it is sometimes done. A per- 
fectly legitimate device is that of making the exported goods a 
little different in some respects from any goods sold in the 
domestic market, when it may honestly be claimed that there 
is no basis for comparison of export and domestic prices. 
Manufacturers have been known to sell very small quantities 
of certain articles at a very low price in a restricted domestic 
territory, say in one or two counties of a state, and present 
such prices in justification of claimed ‘‘domestic”’ prices. Other 
manufacturers have even gone so far as to print special price 
lists nominally for domestic use, to be presented as proofs of 
ruling domestic prices—the morality of which practice being 
evidently more than open to doubt. Sometimes very large 
private commissions are paid, sometimes there are rebates 
annually or periodically which do not appear openly, 
sometimes even “‘salaries’”’ have been privately paid. Occa- 
sionally a very considerable price advantage is shown in pay- 
ing shipping, loading, even freight charges when they are 
nominally for the account of the foreigner and so appear on 
invoices. There ought to be no thought of questionable 
practices; those that are legitimate ought easily to be devised, 
if it is necessary to devise any. 

Export Quotations Should be Flexible.—The desirable 
practices in making quotations of export prices should have 
careful study. First of all, is a question of policy, shall one 
fixed, unvarying price be named in all cases, or shall there be a 
flexible scale of prices? In domestic trading, the policy of 
“one price only” is now the rule, but in the domestic trade a 
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manufacturer knows definitely and exactly the class of trade 
to which he caters, the,only trade he desires, and he has 
established principles of doing business and fixed methods of 
soliciting and handling business. He deals in a certain way 
with a certain kind of customer. He does business directly 
with the retail shopkeeper, or he does business exclusively 
through wholesale houses or jobbers. Other considerations 
may enter into the development of export trade. Large whole- 
sale merchants do not exist in all markets of the world, and the 
cultivation of retail customers may be desirable in some foreign 
markets, where individual orders may amount in volume to 
considerably larger figures, than do similar retail orders at 
home, because the buyers are far distant. It may seem desirable 
to develop trade in a given market, where it is impossible at 
first to interest a wholesale importer, by introducing goods 
through the retailers, whose trade may be utilized as a lever 
later on to force the interest of a reluctant wholesaler, who 
must then be protected in prices in order that he may sell at a 
profit to his customers, the retailers. 

It may turn out that the best way of developing business 
in a market will be through a localcommission agent ormanu- 
facturers’ representative. There are always questions arising 
as to remuneration or profits of middlemen of one sort or 
another, including export merchants and commission houses at 
home. In general, the principle of one price to all is not desir- 
able in fixing export prices. There should be ample oppor- 
tunity for taking care of future possible developments, and for 
meeting unexpected contingencies, without undue sacrifice. 

‘Flexibility in export quotations can probably best be secured 
through the making of liberal list prices from which it is 
possible to quote varying discounts. List prices may be 
printed; discounts ought never to be printed, and should by 
preference never be made in the shape of a formal discount 
sheet, because of the psychological effect on the prospective 
customer, if for no other reason. Special discounts, indi- 
vidually quoted in a personally addressed letter, must inevit- 
ably prove the most effective. Such discounts should always 
be simple, never complicated. A discount of 25 per cent. is 
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much more effective than one of 20 per cent., 5 per cent., and 
2 per cent., besides being a quotation more favorable to the 
manufacturer. 

If printed or list prices are liberal enough to make possible 
considerable discounts, then beginnings of trade, sample orders, 
may be secured from no matter what class of foreign buyer at 
the minimum discount, and the quotation of the maximum dis- 
count may be deferred until the future direction and volume of 
trade in the particular market in question has been determined. 
Merchandise with which it seems to a foreign buyer it is 
desirable to experiment at all, will be bought in the limited 
quantities that are usually purchased for experimental pur- 
poses or by way of samples because the goods are practically 
unknown, no matter if the prices quoted are 5 per cent. or 
sometimes 10 per cent. more than the lowest prices which 
the manufacturer is prepared ultimately to offer. That 
buyer may turn out to be a small and insignificant user of the 
goods, or he may have no further interest in that special kind of 
goods, or it may meanwhile develop that there is an oppor- 
tunity of selling the largest and best house in that market, or 
making other and exceptionally advantageous arrangements 
for the adequate development of that market, which make it 
desirable te offer to some one other than the first buyer, the 
most attractive prices possible to secure such more desirable 
connections. There are scores of reasons that often develop 
in the conduct of export trade which militate against the 
policy of one price to all in export quotations. 

What in the home trade are referred to as cash discounts 
ought never to be quoted in export trade, at least, under that 
name. The only really cash transactions in export business 
are those orders which are actually paid for when, or before, 
they are shipped out of this country. These conditions 
are exceptional rather than the rule. Even under such condi- 
tions the discount ordinarily allowed for cash payments may 
much more wisely be offered as a special inducement to a 
customer, offered to him to offset his increased costs in arrang- 
ing such forms of cash payments. They should not be repre- 
sented as usual or ordinary cash discounts. 
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One advantage in quoting liberal list prices from which large 
discounts may be given, consists in the facility for rearranging 
net prices whenever new quotations are necessitated. Usually 
the list is maintained at 100 per cent. and prices are made by 
quoting a percentage off, such as 40, 35, or 30 per cent., for 
example, as circumstances may require. It is easier to vary 
the discount than to change the list. In the export trade, 
however, prices ought to be maintained as stable as possible 
and changed as Seldom as possible. Prices ‘“‘subject to change 
without.notice’’ make export trade difficult and unsatisfactory. 
All prices quoted to foreign buyers should be kept good until 
it is possible for the buyer to have received notice of change 
in price. A system ought to be installed in the office to provide 
for the immediate notification of all changes of prices not only 
to actual customers, but to. prospects, to every one to whom 
quotations have recently been made, and any orders trans- 
mitted on the basis of previously ruling prices should be 
accepted without debate whenever they have been forwarded 
prior to the receipt by the foreign correspondent of notifica- 
tion of advance in price. On the other hand, when prices 
are reduced the customer ought automatically to receive the 
benefit of the reduced prices. - 

One form of varying price quotations to foreign customers of 
different characteristics or desirability is the principle of quot- 
ing quantity discounts, or varying prices according to quanti- 
ties ordered. There may be one price quoted for one machine, 
another price if six machines are ordered. Or, one price for 
one dozen of an article and another price for 100 dozen of 
the same article. Opinions vary as to the desirability and 
effectiveness of such quotations. Most experienced exporters 
seem to doubt their advisability in the export trade and 
prefer the confidential and flexible system of discounts from a 
fixed list price. 

Quoting Prices in Foreign Currencies.—Prices may be 
quoted in any one of the world’s standard currencies, at least 
when the foreign exchanges are normal andstable. On the 
principle of making buying easy for the customer, it follows 
that prices in the buyer’s own money may more strongly appeal 
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to him, just as may correspondence addressed to him in his 
own language. Quotations of prices in dollars and cents to a 
buyer in the United States usually mean more to him than 
would quotations in sterling or in francs. So quotations in 
pounds, shillings and pence to buyers in Great Britain, 
Australia or South Africa, or quotationsin francs to customersin 
France or Belgium, may carry the most effective appeal. It 
was possible before the World War to make such prices. Since 
1914, however, an element of serious risk has been involved 
in such quotations, because of the wide and constant fluctua- 
tions in exchange rates. That risk has always been present in 
all times, when prices were quoted in denominations of silver 
or paper currency of countries where the value of the local 
currency was always indeterminate. Prices in dollars, in 
sterling, or in gold francs, are the only ones that ought ever to 
be considered, unless the exporter isan expert in foreign exchange 
and understands thoroughly the basis on which he is trying 
to make quotations and the possible risks involved in so doing. 
Even the best-informed men in the foreign-exchange markets 
often guess wrong as to the future course of exchange with a 
given country. If prices are named in the currency of another 
country, they should be liberal enough to cover all future 
contingencies, reasonably to be expected, or otherwise due 
recognition should be given to the fact that the quotations 
involve risk and speculation. 

For similar and for other reasons it is usually impossible for 
an overseas manufacturer to fix or to dictate prices at which 
his products shall be locally sold in foreign markets. There is 
involved not only the question as to exchange rates, but the 
wide varying rates of ocean freights and especially of import 
duties, with many extra local charges, and the customary rates 
of local profit and credit terms. These elements affecting the 
local resale price can never be determined at a distance or 
without the very closest and most intimate cooperation 
between the manufacturer and his local customers in each 
separate market where he does business. It will not often be 
equally satisfactory to print a retail price in francs and attach 
it to the article to be sold alike in France, Algeria, and Mada- 
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gascar. Costs and conditions vary in these markets, even if 
all are French. A different price in pounds, shillings, and 
pence may be necessary on an article to be sold in Australia 
than would be desirable for the same article when sold in 
England. Expenses involved, local conditions and merchants’ 
ideas as to profits may vary in markets using the same cur- 
rency. These conditions are especially illustrated in Latin 
America, where the peso, which is the money unit in many 
different republics, has all sorts of values, and the rates of 
import duties in the several countries are entirely dissimilar. 

Standard Forms of Export Quotations.—There are various 
forms in which export quotations may be made, the most com- 
mon among them being referred to as f.o.b., f.a.s., or cif. 
The most effective of these is undoubtedly the c.i.f. quotation. 
The meanings of these different forms of quotations will now be 
examined. 

F.O.B.—Free on board, abbreviated f.o.b., etymologically 
implies delivery free of charge on board the carrier that will 
take the merchandise to its destination, and this in the export 
trade almost always means on board an ocean steamer. The 
only exceptions are shipments by rail from the United States 
to Mexico or Canada or by car ferry via Key West, to Havana, 
Cuba. The term ‘‘on board” originally meant, and ought still 
to mean, on board a steamer or. sailing vessel. It is a perver- 
sion of the expression to use it as meaning free on board a rail- 
way or other conveyance. In the United States, however, this 
perversion of the original meaning of ‘the term has grown up 
and become so widely disseminated and adopted that quota- 
tions of American manufacturers who make prices f.0.b. may 
imply several different things. It has, therefore, been found 
desirable definitely and authoritatively to define the exact 
obligations involved in an f.0.b. quotation in the United States, 
and, incidentally, other forms of export quotations. These, 
printed at length, may be obtained free of charge' from the 
National Foreign Trade Council, New York, and are repro- 
duced in the Appendix to this volume. 

The most important things for the exporter to remember 
are, that in making an f.o.b. quotation he should definitely 
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state the exact point where the goods will be placed ‘‘on board.” 
Preferably he should make his prices to include all charges up 
to the putting of the goods on board the outgoing vessel that 
will carry them overseas. If he cannot do this, he must 
clearly state exactly where he does deliver the goods, sometimes 
at the railway station in his factory town, sometimes freight 
paid to New York or other seaport without including transfer 
charges to ship-side. 

Incidentally, it may well be remarked here that in the 
great majority of cases it is quite possible and easy for any 
manufacturer to calculate the pro rata costs for putting his 
export goods on board ship at any port, and failure to do go 
seems usually mere indifference or laziness. He knows his 
inland freight rates, he can readily approximate cartage or 
lighterage charges at the port, and slight variations in these 
cost elements need not vary his quotations materially. 

F.A.S.—In quoting goods f.a.s., the manufacturer virtually 
makes an ‘“‘f.o.b. vessel’ quotation. This abbreviation 
translates into “‘free alongside ship,”’ or vessel. Ordinarily 
delivering goods alongside ship, that is, on the pier where the 
ship lies, or on a lighter tied up to the ship, means placing the 
goods on board that ship, because there are no loading charges. 
for most kinds of cargo. A distinction may arise, however; 
there may be charges for “trimming” a cargo of coal, for 
instance. But the distinction to most shippers of merchandise 
applies in the case of unusually heavy or bulky commodities, in 
the loading of which on board vessel unusual or considerable 
expenses are involved which are not necessitated in the load- 
ing of ordinary cargo. There may, for example, ‘be a very 
heavy piece of machinery, a boiler, locomotive, or something 
of that sort, which the ordinary loading appliances cannot 
handle, and especially powerful derricks or other hoisting 
apparatus must be engaged for the purpose. When single 
packages of any sort of product weigh more than one ton, 
inquiry should be made as to possible hoisting or loading charges, 
although as a rule weights of two tons are handled without 
charge. If the shipper has quoted f.o.b. vessel, he will have 
to pay the loading charges, if any. If he quotes f.a.s., then 
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whatever loading charges there may be are for the account of 
his customer. Yet the f.a.s. quotation is comparatively rare; 
the f.o.b. vessel quotation 1s the common one, and the one 
that is better understood. The terms f.a.s. may best be 
restricted to shipments of heavy goods. 

C.I.F.—Most effective of all export quotations are 
undoubtedly those known as c.if. prices (cost, insurance, 
freight). This abbreviation means that the cost (c.) of the 
goods placed free 6n board of the vessel, the cost of suitable 
marine insurance (i.), and the cost of the ocean freight (f.), 
are all included in the price that is named. In other words, 
the prospective buyer is relieved from any speculation as to 
probable costs in these respects. The c.i.f. quotation includes 
no other elements whatsoever. It does not properly or legally 
include cost of consular invoices or costs of any other descrip- 
tion which may be involved prior to or in the course of ship- 
ment. It does not include landing charges ai the port of 
destination, import duties, nor any other charges or expenses. 
The c.i.f. quotation merely names the price of goods on board 
vessel at port of destination. They are shipped and they 
voyage for the account and risk of the buyer. The manu- 
facturer or shipper in dispatching goods sold under cif. 
terms acts merely as the agent for the customer in securing the 
customary marine insurance and in prepaying the ocean 
freight charges (in some cases where freight charges are col- 
lected at destination the shipper under these terms credits the 
amount of the charges on his invoices). The conditions and 
the obligations of c.i.f. offers and contracts have been inter- 
preted by the courts of almost all countries in the fashion and 
to the extent just stated. There is no excuse for any mis- 
understanding as to just what is involved in this form of quota- 
tion. Yet because they are sometimes misunderstood or 
misinterpreted, the shipper will do well in making a c.if. 
offer to specify exactly what he will cover, adhering to the 
basic principle which should underlie all export business— 
insuring an absolutely clear mutual understanding that admits 
of but one interpretation. On the West Coast of South 
America, for example, the custom has grown up of demanding 
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that costs of consular invoices be covered in c.i.f. prices. 
This is not the case in other parts of the world and is totally 
unjustified. If a manufacturer agrees to it, he must under- 
stand that it is a local concession to buyers and does not 
establish a precedent. 

Care should be taken not to quote f.o.b. port of destination, 
which the uninitiated may think is about the same thing as 
cif. There is a radical distinction. The terms, f.o.b. port 
of destination, involve the man who has thus quoted in pay- 
ing all landing charges and also the import duties in the 
foreign country; c.i.f. merely leaves the goods on board the 
ship for the consignee to receive there and pay everything 
beyond that point. 

In one respect only should there ever be any chance for 
misunderstanding regarding c.if. conditions. That is in 
regard to the kind of marine insurance to be provided. The 
legal point of view is that the shipper is only bound to provide 
the insurance customary in the trade in the particular mer- 
chandise in question, or insurance on special occasions which 
will be regarded as amply protecting the shipment for the 
benefit of the buyer. However, it is usually highly desirable 
in making c.i.f. prices to define precisely what form of marine 
insurance will be provided and specify that if other or broader 
protection is desired, any additional cost will be for the account 
of the customer. This, once again, is in line with the general 
principle underlying the conduct of any successful export busi- 
ness, namely, a thorough mutual understanding of and rigid 
adherence to specifications, proposals, and instructions. 

C. & f. is a quotation like the c.if., except that it includes 
only the cost of goods placed on board vessel and the ocean 
freight charge. It omits the element of insurance, which in 
such instances is usually taken care of by the foreign importer. 

Cl FAG. BOT? OE WC, B.Cy ei —Variations of “the 
c.if. quotation that are sometimes encountered are c.i-f.c., 
e1f& é/\and Cific. & 1° The ‘first “of these; c.i.f.c., 
includes with the cost, insurance, and freight, an allowance for 
commission. This usually means the commission charged 
by an export commission house for executing indents for its 
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foreign customers, but it may sometimes be commission 
allowed to the manufacturers’ local agent in the foreign market, 
as may have been previously agreed, or as now stated or 
arranged. The expression c.1-f.c. is sometimes, but improperly, 
defined as including consular documents instead of commission. 
This seems to have arisen because of mistaken practices in a 
few of the Latin American republics, where importing is not 
on anything like so big a scale or on so well established a 
basis as it is in India, China, and Australia, where the term 
c.i.f.c. originated dnd where the added c. implies commission. 

The terms c.i.f. & e. add to the cost, insurance, and freight, 
the charges for exchange. What this means will be better 
understood after a consideration of the ways in which foreign 
drafts are drawn. At this point it is sufficient to understand 
that when terms c.if.&e. are made, they imply that the 
foreign customer shall not be called upon to pay exchange 
charges. Similarly, c.i.f.c. & i. includes besides cost, insurance, 
freight, and commission, as just explained, the interest charge 
which often, like the charge for exchange, may be involved 
in the fashion in which drafts are drawn. This quotation 
implies that the shipper assumes the interest and exchange 
charges. 

Franco Domicile.—One form of export quotations, really 
an extension of the c.if. quotation, has been growing fast in 
popularity on the Continent of Europe, especially in France. 
This is the quotation, franco domicile. It is intended to cover 
the cost of the goods, all expenses of every description, includ- 
ing payment of import duties by the seller, through to the 
town in which the buyer is domiciled. Such a quotation 
includes a good many highly complicated details, which 
usually place it outside the possibilities for an ordinary shipper, 
unless he is represented in the foreign market by his own agent 
with adequate facilities for receiving and clearing and refor- 
warding merchandise to the individual customers, or unless 
similar arrangements have been perfected with some locally 
established connection of one sort or another. This quotation 
is not generally to be considered by the occasional shipper or 
by one who has only a limited trade. 
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Relative Desirability of Forms of Quotations.—If the 
exporting manufacturer prefers the easiest, simplest, and 
safest form of making his export quotations, he will name his 
prices f.o.b. railway at his factory, or, if his usual practice is 
such, f.o.b. railway station New York (or other seaport); that 
is, with freight paid to the port. If he is willing to cater to the 
preferences of his foreign customers, he will make quotations 
f.o.b. vessel at seaport. In case he fully realizes the desira- 
bility of making buying easy for the customer, wants to develop 
his foreign trade as rapidly and as fully as possible, and is 
therefore willing to assume certain risks, his quotations will 
be c.if. the foreign port where his customer is located or that 
is nearest to his customer. 

Every export executive must know that his foreign customers 
and prospective customers are not intimately acquainted 
with the geography of the interior of the United States, that 
they rarely have even the remotest idea of where Kokomo, 
Ind., or other interior town is located, and least of all any 
knowledge of distances in this country, and that they have no 
comprehension at all of rail times and freight rates. There- 
fore a quotation of prices f.o.b. at an interior factory town is 
most unsatisfactory to the foreigner; because he cannot guess 
how much the quoted prices will be increased, even before 
the goods reach the steamer. If f.o.b. factory quotations are 
made, they ought always to be accompanied with a state- 
ment of the usual, or probable, approximate freight and other 
expenses required to put the goods on board an ocean vessel. 

Quoting prices, freight paid to New York, or other port from 
which the goods will voyage overseas to the foreign customer, 
that is, what is sometimes termed f.o.b. railway New York, 
is of some assistance to the buyers, but if charges for truckage 
or lighterage are necessary to put shipments on board ship, 
then the quotations should so advise the buyers, many of 
whom cannot be expected to know all about our port condi- 
tions. When a manufacturer is accustomed to pay freight 
on his domestic shipments, absorbing that charge in his prices, 
then he will naturally do the same thing in his exporting; but 
if that is not his custom, then he may pay railroad freight on 
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his exports in order to make his quotations more intelligible 
and of stronger appeal to his foreign customers, in which 
case he may either charge off the costs of prepaid freight 
charges, or cover them in ‘his prices and discounts. The 
important thing to be remembered always is that it is not the 
prices of goods at the home factory that really interest the 
foreign importer; what he most wants to know is, what those 
goods will cost him when they arrive in his hands. The less 
guesswork he has to indulge in regarding that final cost, and 
accordingly the prices at which he can sell the goods, the more 
disposed will he be to give a proposal his interested attention. 

On the theory that buying should always be made as easy 
as possible, it is clear that the quotation of c.if. prices must 
appeal with special force. The buyer then knows the exact 
cost of goods as they arrive on shipboard in his harbor. An 
importer in any country knows, or has facilities for learning 
quickly, what other elements may be in the ultimate cost of the 
goods; that is, what the landing charges will be, the custom- 
house brokerage, the import duties, etc. He can, therefore, 
estimate in advance exactly what the goods will cost in his 
warehouse or on the shelves of his shop. When sucha quota- 
tion can be made in the buyer’s local currency, then an even 
stronger appeal is conveyed, but it is not necessary to name 
c.if. prices in any other currency than dollars and cents, and 
the making of this quotation does not in any wise affect the 
terms of sale or the conditions which may be prescribed for 
payment. : 

Aside from the desirability of c.i. quotations as making 
buying easier for the customer, they often have an advan- 
tage to the shipper in that, since such quotations must be made 
liberal enough to cover anticipated or possible fluctuations in 
freight rates, and even in the cost of the materials, they may 
also include a little better profit than otherwise possible. As 
a rule an importer would prefer to pay a little more money for 
merchandise quoted to him on ci. terms, because his own 
element of risk is eliminated and he has a definite and exact 
price on board ship at his port. It is by no means difficult in 
normal times to estimate c.if. prices. If inland freight charges 
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are inéurred, their amount can be readily approximated, as 
can any charges for putting goods on board vessel, and even 
storage charges, if any are likely while awaiting ocean ship- 
ment. Rates of ocean freight may be obtained by inquiry— 
at least general rates that will be sufficient for purposes of an 
estimate—and costs of marine insurance may be ascertained 
from authorities. A word of caution may, however, be 
required in this connection. Whenever serious fluctuations 
in costs of material or freight rates are to be anticipated or 
feared, c.if. quotations ought to be made only for prompt 
acceptance, or acceptance within a definitely fixed period. 
They should not be left open indefinitely. 

There is a good deal of entirely unwarranted hesitancy 
among manufacturers, and even among export executives of 
some experience, to quote c.if. prices. Manufacturers fear 
it, because it seems to involve some risk and possibility of 
loss through fluctuations of or uncertainty about some cost 
elements in the calculation, elements with which they do not 
feel entirely familiar or at their ease. More experienced 
export executives sometimes declare that it is impossible for 
them to quote c.if., or any other kind of freight-paid prices, 
because their goods include scores or hundreds of different 
articles, of greatly varying weights and sizes, priced in sundry 
different ways. The answer to the first objection is that of 
course there are risks, but the advantages to be gained offset 
any risks there may be and, besides, all c.i.f. prices ought to 
be calculated on a sufficiently liberal basis to cover any likely 
fluctuations, indeed sufficiently liberal to include an anticipa- 
tory extra margin of profit, if the final accounting of costs 
justifies the preliminary calculations. 

The answer to the second objection is that it is easy to lay 
too much stress on quite trivial details. Suppose an assort- 
ment of 20 different kinds of articles be packed in a single case, 
some of them single articles, some of them wrapped in dozens. 
Suppose (and it would be an extreme case) that the freight 
and other charges on this shipment amount to $20. The value 
of the whole might be $200. The addition of 10 per cent. 
would therefore make a c.if. price on any one article, if all 
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were of about the same size. If they are not, if one article is 
as big as two others, or a dozen of a third article, or weighs 
accordingly, or costs more or less, then an adjustment of the 
percentage of charges can readily be made—8 per cent. on one, 
12 per cent. on another, and soon. If the charges on this box 
of twenty kinds of articles amount to $20 to one foreign port, 
they may amount to $10 to another port, or $12 somewhere else. 
In other words, the percentage on the prices of the articles may 
vary from, say, 5,per cent. to 10 per cent. Allowance being 
made for variations in sizes, etc., the percentage may vary 
from, say, 8 per cent. to 12 percent. Now on an article priced 
at $20, or at $20 a dozen, there is usually not much difference 
between $21 and $22, between $21.60 and $22.40, as cif. 
quotations—one price is just about as likely to bring the order 
as the other price, if the goods are sold right. The appeal of 
the price delivered c.i.f. is strong, and in any event 5 per cent. 
variation between prices of different manufacturers is not 
unusual. By watching a large number of his shipments, the 
export executive ought easily enough to arrive at a closely 
approximate idea of the proper proportion of charges to assess 
against each of the many articles which he would like to quote 
c.i.f. The moral of these remarks is that a few cents one way 
or the other ought not to frighten the exporter; it is only in 
very rare instances, where there is competition in c.if. quota- 
tions on staple goods sold on a very close margin, that highly 
scientific cost calculations are necessary. An ordinary pair of 
shoes will sell just as readily at $3.30 c.if. as at $3.15. 

But c.if. prices are not usually calculated in the fashion 
just used for the purpose of illustrating the slight difference 
that varied packing may have on such prices. Usually a 
manufacturer has a certain few articles that he exports, each 
one in considerable quantities. He packs each kind of article 
in standard cases holding specified amounts, as 60 pairs of 
shoes, 5 gross of ice picks, etc. He knows what these standard 
cases weigh and how large they are. He knows the railway 
freight rate to New York, he knows all that is necessary to 
determine the costs on one of these standard cases to deliver it 
c.if. port of destination. He therefore figures as follows: 
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1 case containing 5 gross Ice Picks at $1.50 per doz., value $90, 
f.o.b. railway. 
Gross weight, 360 Ib. Measure 3’X3’3’=27 cu. ft. 
Calculation of c.i-f. price: 


Costit Otbsia chory Aas ers a 5 a Siete sien $ 90.00 
Breipht-to-New. Vouk at: 75c50-cieaeonrews Pans 2.70 
Truckage at New York, Railroad to ship......... 3.00 
Oveanticeighivat $2:25-per! OOD. 2.0 eee... 8.10 
Marine Insurance at 14% on $120............... 3a 

$105.15 


Quote at $1.80 per dozen c.i.f. (which allows a margin of $2.85 
to cover possible fluctuation in costs, or an additional 
profit. : 

or, Quote at $1.85 per dozen c.i.f. (which allows a margin of 
$5.85) 


The foregoing is a purely fanciful illustration, designed only 
to show how simple the figuring of ac.i.f. price may be. Some 
things about the illustration will be better understood after 
the study of ocean freight rates and the subject of marine 
insurance. Several criticisms are easily to be made of the 
illustration; for example, it would cost much more to ship a 
single case like this, which ought to be shipped with a number 
of other cases. If shipped alone, there would doubtless be 
forwarding agents’ fees to be added. But the principle 
involved ought easily to be understood. So, also, will it be 
readily appreciated how slight a difference it is likely to make 
to the prospective buyer whether he is quoted $1.80 or $1.85 
per dozen c.if. hisown port. In the illustration as given, the 
manufacturer’s usual profit is supposed to be included in his 
first price of $1.50 per dozen, f.o.b. factory; perhaps he may make 
an additional profit through quoting the c.i.f. prices suggested, 
at any rate he has a margin in those prices either as such profit 
or to cover unexpected variations in costs of delivering c.i.f. 
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CHAPTER X 


INDIRECT EXPORTING—THE PROFESSIONAL 
EXPORT HOUSE IN U.S. A. 


Business That May Be Done Through Export Houses.—The 
meaning of the term ' ‘indirect exporting’ has already been 
defined in Chapter VIII, and it was noted that it is possible 
fora manufacturer to export some of his products without having 
any direct relations with anybody in a foreign country. Very 
naturally, the fact that export business can be done with 
concerns located right here at home in our own country 
appeals strongly to not a few timid or inexperienced manu- 
facturers, in fact it appeals to every manufacturer and the 
most experienced export executives—when they are assured 
that through doing their business in this way they will get the 
full volume of business which they think they ought to get, 
or will get it in the most satisfactory way. Therefore, this 
possible method of exporting will now be analyzed with some 
care. 

There exists in our own country a large number of profes- 
sional export middlemen, that is, houses that do nothing except 
exporting, or that combine exporting and importing. This is 
not a condition peculiar to the United States. Such houses 
exist also in large numbérs in London and other British ports, 
in Paris and in Hamburg, and in smaller numbers in Belgium, 
Holland, Italy, Spain, and other countries: In the United 
States most such concerns are established in New York, with 
comparatively limited numbers in New Orleans and San 
Francisco and a few scattered among other cities. There are 
perhaps a thousand of them in this country. 

These exporters place orders for merchandise to be shipped 
overseas. They pay the manufacturers’ or suppliers’ invoices. 
The suppliers have nothing to do save comply with instructions 
received from the exporter as to manufacture, packing, mark- 
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ing, and delivering the goods to the exporter. An order form 
of an export house is shown in Fig. 1. On the back of such 
form are additional instructions which the shipper must follow 
carefully, as the exporter will hold him responsible for any 


neglect or error in complying with them. ‘The instructions 
are as follows: 


IMPORTANT (Read Carefully) 
INDIAN MERCHANDISE MARKS ACT 


(This applies to All Asiatic territory; for additional instructions on Japan 
and Philippine Islands, see below.) 


This provides that every article exported from this country, which bears 
the maker’s stamp, or any word, letter or figure, must have in addition the 
words “Made in U.S.A.” stamped on the article; further, that “Made in 
U.S.A.” must be in the same size and style of type as the maker’s stamp. 

If there is no stamp at all on the goods it is not necessary to stamp the 
words ‘‘Made in U.S.A.” 

All packages, labels, cartons, etc., however, must be marked ‘MADE 
IN U.S.A.” 

This act is now being enforced strictly; all shipments are being examined, 
and fines are imposed when the goods are not marked in accordance with 
the law. 

Please be governed by the above instructions, on future shipments, and 
note that FOR WANT OF CONFORMITY THERETO ON YOUR 
PART, WE SHALL BE COMPELLED TO CHARGE BACK TO YOU 
FINES THAT WE, OURSELVES, ARE COMPELLED TO PAY. 


JAPAN 


On all orders for Japan, please comply with the following instructions. 

Japan’s customs regulations demand the following: 

When invoicing goods state on invoice the net weight of the goods— 
(i. e.) the naked weight without wrapper or cartons. The gross weight is 
also required—this to include goods, wrappers, cartons and wooden case. 


PHILIPPINE ISLANDS 


All goods ordered for Philippine Islands must be of American Manu- 
facture, and your invoice must be certified thereto as follows, as specified 
by law: 

“I hereby certify that the above described articles are of the growth, 
product or manufacture of the United States, or its possessions, and that no 
drawback of import duties has been or will be claimed thereon, and that the 
invoice is true and correct in all particulars;’’ 


Export Order from DopcE & SEYMOUR, Ltd. 


A NEW JERSEY CORPORATION 
193 TO 196 WEST STREET 


NEW YORK, 


Please supply us the undermentioned goods for Export Shipment. 
In accepting this oni the eupphet aetecs to be responsible and oe seats ins 
sum equal to damage caused by neglect or error in complying with the | 
terms and instructions given in and relating to this order. zoe Audits theese re eee 
Mark and Number the Packages as per Margin and repeat on Invoice. Gross } Te 
Weight, Contents and Measurements of each Package, and net Weight of |} 
Each Class of Article therein Positively Required on Invoices which must 
be sent at same time with goods, but never packed with them. Errors in 
Weights often entail heavy fines in Foreign Custom Houses, therefore we~ 
moust hold you responsible for any that may occur. 
Packing—All packages must be specially strong for long voyages. Boxes or 
Cases hooped with Iron Bands. Barrels and other Packages strongly 
“secured. Make as few packages as possible. No charges will be paid for | 
such suitable packing or marking for export unless previously agreed upon 
or herein stated. 
Shipment—This order is to be shipped as soon as possible unless other instruc- 
tions are given. 


All express shipments at your expense unless authorized by us. 


The undermentioned guarantee is given so that you 
do not have to pay the excise tax, 


We, Dodge & Seymour, Ltd., guarantee 
that the goods ordered above are for ex- Respectfully yours, 
port to the Foreign Country designated by 


Port Mark shown hereon DODGE & SEYMOUR, Ltd. 


IMPORTANT. 
See other side for instructions. 


FIVE COPIES OF YOUR INVOICE REQUIRED,CERTIFIED CORRECT AND SIGNED 





Fic, 1 
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If any of the goods on this order should not comply with the above 
certificate they must be invoiced SEPARATELY and designated FOR- 
EIGN MDSE. 


PAYMENT WILL NOT BE MADE ON UNCERTIFIED INVOICES 


Special Instruction in Regard to Invoicing to Australia, New Zealand 
and South Africa. 

Invoices: To be furnished in quintuple, made up strictly in accordance 
with attached instruction sheet. Special commission to us must not appear 
on invoice. 

Cash Discount: It is absolutely necessary that the discount allowed for 
CASH be deducted from the foot of the invoice in the same type or hand- 
writing as the body of theinvoice shows. The term ‘“‘CASH DISCOUNT” 
must not be used, simply the per cent. sign (%). 

Note. It must be deducted by you; if we alter your bill as rendered 
by you, the Customs make no allowance for Duty on the amount. 

Packing Specifications: Where shipment consists of more than one 
case, you must specify on invoice the exact contents of each case. This is 
absolutely essential. 

Net and Gross Weights and Measurements: Must always be given. 

Advertising Matter: The Customs of the British Dominions penalize 
any shippers who ship advertising matter, such as catalogs, etc., without 
specifying same on invoice, giving correct weight and value. These details 
must, therefore, be furnished in every instance where advertising matter 
is shipped, also stating case number in which same are packed. 

Electros: FACE Measurements and value must be given. 

All Articles bearing trade-mark, maker’s name or mark of any kind must 
also be stamped ‘‘Made in U.S.A.” 

Liquids billed in America Gallons MUST always show equivalents on 
invoice in Imperial Gallons. 


FOLLOW THESE INSTRUCTIONS CAREFULLY 


The acceptance of this order guarantees to us the lowest current prices 
for export and the supplier agrees to be responsible and liable for any 
neglect or error in complying with the terms and instructions herewith. 


The exporter attends to all details of foreign shipping, and 
finances his own shipments to his foreign customers; and he, 
therefore, ranks both as a foreign buyer and as a strictly 
domestic customer. It is possible to get promptly the same 
credit information regarding the character and status of the 
exporter as can be locally obtained regarding a retail hardware 
dealer. Terms of sale tothe exporter may be the usual domestic 
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terms or such other as may be mutually agreed upon. The 
managers or buyers of the exporter are close at hand and may 
be personally interviewed, whenever and as often as may be 
desirable. , 

Evidently such export business as this is highly desirable 
and it is sometimes thought that no other effort is necessary 
to establish and expand export sales. Once again, however, 
it must be strongly emphasized that the manufacturer or 
any one else attempting to develop a business in other countries 
cannot divest himself of all interest in the export end of his 
business, cannot shift the burden of developing that business, 
if he expects to get more than a tiny fraction of what right- 
fully should be his, even if his intention is to confine his export 
efforts to the development of business with and through the 
export houses. Even then, thought, study, attention, inter- 
est, and aggressive effort are constantly demanded. 

Various Kinds of Exporters.—First of all it is necessary to 
understand what these houses are that are generically and 
popularly called “exporters,” for they are by no means all 
alike. Some of them are large, rich, and important houses; 
others are small, weak, and of trifling importance. The mere 
fact that a concern is doing business with other countries does 
not imply that it is rich, honorable, or that it has a large 
trade. Next to be noted is the fact that all of them do not 
handle all sorts of merchandise; some of them do, but others 
specialize, one doing little but cotton-goods business, another 
little but automobiles, etc. Again, not one of these houses 
does business with all the world; one may deal with several 
countries, another with only one country, sometimes there 
may be one that has relations with but a single city. On 
these several accounts, the salesman’s approach must be 
varied; and, before all else, he ought to know as much as he 
can learn about who and what the house is that he wishes to 
solicit, otherwise he will waste time and make himself an 
object of ridicule. 

Furthermore, there are several varieties in the class usually 
lumped all together as exporters, varying in the nature of 
their operations, which should be differentiated one from 
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another. The whole class is commonly and too loosely spoken 
of as ‘export commission houses.’’ Concerns properly to be 
so-called do, in fact, make up the larger number of the whole, 
but three other kinds exist. Besides (1). export commission 
houses, there are: (2) export merchants; (3) individual 
buying offices for single foreign enterprises; (4) offices of 
foreign-sales agents; that is, agents for the sale of American 
goods in foreign countries. It is often difficult to distinguish 
sharply between these different varieties, because the func- 
tions of one are frequently assumed by another, in combination 
with its own proper functions. Some brief definitions will 
now be attempted before proceeding to study the subject of 
exports more carefully. 

Export commission houses buy nothing, or next to nothing, 
for their own account, they are not jobbers, they carry no 
stocks of goods of any description anywhere, either at home 
orabroad. They merely execute orders that are sent them by 
their foreign customers for exactly such merchandise and in 
such quantities as the foreign importer specifies. They are 
called ‘‘commission’’ houses because their foreign customers 
remunerate them for taking care of their orders by paying 
them a commission on the value of their transactions. The 
commission is not, or usually should not be, paid by the 
American manufacturers. It is the operations of such Com- 
mission houses that will presently be examined in detail, 
since they are the ones with whom the export executive comes 
most frequently in contact. 

Export merchants, properly so-called, include only houses 
that have their own establishments in one or more foreign 
countries, or cities, where they carry stocks of goods of their 
own for sale on their own account at wholesale. There are 
very few real export merchants having headquarters in the 
United States, but scores of them in London, Paris, Hamburg, 
and other European cities. The transformation of some 
export commission houses into proper export merchants is a 
possible development in the future, which on many accounts 
will be welcome. At present it must be remembered that 
export commission houses do not carry stocks of goods, or buy 
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for their own account; so, when such facilities are mentioned, 
it must be understood that the extremely limited number of 
export merchants is referred to, possibly ten or a dozen at the 
outside. 

Buying offices in this country for foreign houses or enter- 
prises are, in a way, to be likened to export merchants, since 
they buy supplies only for their own establishments abroad. 
They differ in that they are merely purchasing agencies for 
foreign headquarters. They are usually interested only in a 
single branch of trade, or in merchandise of one general 
description; for example, agricultural machinery and auto- 
mobiles, or dry goods and furnishings. These buying offices 
for foreign concerns represent not only large general importers 
abroad (who may be English, German, or of other nationality), 
but large department stores, and also railway companies, 
mines, sugar, petroleum, and other industrial enterprises, 
etc., that require machinery and supplies for their own use, 
not for resale. The New York buying offices may be only 
links in a chain, the same headquarters also maintaining 
other buying offices in London and on the Continent. 

Such buying offices really take the place of connections of 
their headquarters with export commission houses, some such 
relation often being imperative for proper buying, shipping, 
and financing. The individual buying office is established, 
either because the volume of business transacted with the 
supplying country is large enough so that the expense of an 
office and a qualified buyer is covered by the amount of the 
commissions that would otherwise have to be paid to a com- 
mission house, or because of the technical knowledge or other 
ability required on the part of a buyer, which is not usually 
available with any general commission house, besides the 
obviously greater satisfaction to be found in having business 
taken care of by a direct personal representative with no other 
interests than those of his own house. 

The fourth division of exporters, the American offices of 
foreign-sales agents, properly includes only those concerns which 
operate strictly as sales agents in foreign countries, introduc- 
ing there special articles or brands, and who are not inter- 
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ested in exporting other goods than those which they so 
represent, either as merchants or on a commission basis. 
There are very few of these houses. And itis usually difficult for 
the beginner in export trade to differentiate them from some, 
or most, export commission houses, who are accustomed to 
represent themselves as manufacturers’ agents. This situa- 
tion, also, will shortly be examined at length. 

As has just been hinted, the overlapping of the functions of 
one class into another class is so common as almost to be the 
rule. Export merchants frequently, in addition to their own 
merchant business, place orders for other importers abroad on 
a commission basis. A New York house having branches in 
South America may thus operate for a Chinese house. A 
buying office for a foreign concern may find it convenient, 
especially as affecting economies in operation, to act as buy- 
ing office for some other concern of similar character in another 
foreign market. The American buying office of Buenos Aires 
department store may also buy for a Melbourne store. 
American export commission houses, nominally devoted to 
serving interests of foreign importers through placing their 
orders advantageously and taking care of their shipping and 
financing, quite as often as not attempt at the same time to 
act as sales agents in foreign countries for home manu- 
facturers. Those houses, professedly operating exclusively 
as sales agents for special articles in foreign markets, may 
sometimes, as a favor to good customers of theirs and because 
of the profit resulting, act for such customers in placing their 
orders for general merchandise on a commission basis. None 
the less, the general distinctions above indicated are always to 
be borne in mind. 

How Export Commission Houses Operate.—The operations 
of export commission houses are of greatest interest, since 
such houses exist by the hundred and are the more difficult to 
understand because of their complexity. The export com- 
mission house exists today as it always has existed, because it 
fills a real need on the part of foreign importers. In the strict 
sense of the term, these houses operate solely as general 
buying agents for importers in different foreign countries. 
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They buy merchandise only when and as they are instructed 
by their foreign correspondents, who usually instruct them 
not only as to quantities and prices but as to kinds and marks 
of the goods they shall buy. The export commission house 
does not usually originate any business whatsoever. It is 
bound by instructions sent to it by the actual buyers abroad. 

An importer in some other country of the world believes 
that he enjoys certain advantages in placing his orders 
through a commission house in the country from which the 
merchandise is desired. These advantages to the importer 
include, first of all, convenience and the simplification of 
correspondence and general detail. The importer may have 
orders to place at one time for merchandise from twenty to 
fifty different manufacturers or sources. Instead of placing 
these orders direct with twenty or fifty different suppliers, 
all the orders are sent under ane cover to the commission house. 
Upon receipt, the commission house communicates with the 
individual suppliers, endeavors to buy the required quantities 
and kinds of goods at the price limits indicated by the importer, 
or if possible at less; places the necessary orders when quotations 
are satisfactory; instructs the several suppliers when to have 
the merchandise ready for shipment and where to deliver it, 
arranging that all shipments if possible shall be delivered to 
one steamer for a given sailing; takes out one ocean bill of 
lading covering all these shipments; arranges marine insurance 
to protect the single, combined shipment; and finally finances 
the many different shipments from the several suppliers as one 
transaction only. 

Not only is the importer in a foreign country relieved from 
extended and perhaps complicated correspondence with the 
twenty or fifty different suppliers of goods from whom mer- 
chandise may be required every month or two, or once or 
twice a year, but he is also relieved from the nuisance of 
receiving twenty or fifty different bills of lading and arranging 
to pay twenty or fifty separate accounts with as many different 
kinds of financing. Also, if he has confidence in his com- 
mission house, he believes that he is getting the best avail- 
able prices, sometimes cheaper prices than he might be able to 
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command through extended direct correspondence with the 
suppliers. .In return for the services as buying and shipping 
agent rendered by the commission house, the importer pays 
the latter a commission on the net total value of shipments 
made to him for his account. That commission may be 
5 per cent., or 23 per cent., very commonly 3? per cent., or in 
the case of very large transactions as lowas 1 per cent. or even 
one-half of 1 per cent. On the other hand, when technical, 
and particularly engineering, ability is called into play in the 
buying or in the inspection of delicate or complicated apparatus, 
or in the analysis of qualities of steel or other products, then 
as high as 10 per cent. may sometimes be paid to the com- 
mission house by the foreign importer. 

The export commission house is a highly important factor 
in some trades, notably in trade with Australia and South 
Africa, where perhaps 80 percent. or more of the local importers, 
by preference place all their orders through commission house 
correspondents. Similarly, a large part of the trade of the 
Orient is handled in the same fashion, and there is still a 
goodly proportion of South American trade so handled, although 
it seems probable that the importance of the commission 
house as a. middleman between supplier and South American 
importer has diminished in recent years. 

The commission house, however, is almost a negligible 
quantity so far as general trade with Europe or Canada is 
concerned. During the World War, American commission 
houses did indeed enjoy a tremendous volume of business 
with such countries of Europe as were open to trade, but this 
came about by force of circumstances. Similar conditions 
did not exist before the war nor are they likely to exist in 
the future. European business is too highly specialized and 
divided and organized, and the temper of that trade too finely 
adjusted to the minutie of business, to permit of the inter- 
vention of the overseas commission house. Retail shopkeepers 
are often direct importers of their own limited requirements, 
and operating in this fashion is easy for them when relations 
with their nearby neighbors are concerned. A Swiss retail 
shop may readily get its supplies in such small quantities as 
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it from time to time requires from Germany, Bohemia, Italy, 
France, Holland,evensometimesfrom England. Importing sim- 
ilarly limited quantities from a far distant overseas source, such 
as the United States, may be quite a different operation. The 
mind of the Swiss retailer is, moreover, adjusted to his fre- 
quent and regular transactions with nearby sources of supply, 
closely connected with him by rail, and he is not prepared to 
differentiate between such sources of imports and overseas 
sources. The wholesale merchant, who is legitimately an 
importer of overseas goods in considerable quantities, has an 
innate objection to paying middlemen’s commissions, because 
of the less liberal trade practices in older and highly elaborated 
markets where competition is believed severe. The export 
commission house is not, therefore, to be considered as an 
important factor in the development of trade for general lines 
of merchandise in Europe. . Even German export merchants 
as a rule never carried on or attempted any large trade with 
neighboring European states, unless it were with Russia. 
Shipping and Financing Operations.—There is no secret 
at all about the operations of an export commission house. It 
carries on its export business in precisely the same fashion as 
does a large manufacturer when he does business directly with 
customers in foreign countries. The export commission 
house goes through the same motions in shipping goods as does 
the direct-exporting manufacturer, invoices in the same fash- 
ion, and ordinarily finances in the same way. He may 
recover the money dué to him from his foreign customers 
through letters of credit established in his favor by his cus- 
tomers, but more often he simply draws drafts on his foreign 
customers in the fashion which will be explained when the 
consideration of export-trade financing is reached. While the 
export merchant, properly so-called, may sometimes act as a 
banker, yet the export commission house such as is here being 
considered is seldom in position to act in that capacity. An 
important commission house carries on a very large trade 
usually with a modest or comparatively small capital. A 
commission house with a capital of no more than $100,000 
or $200,000 may do an annual export business of $5,000,000. 
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Such a house very largely depends on bank accommodations: 
that is, advances against foreign drafts and bills of lading. 
This is not to be construed into criticism of the finances of 
such houses. Every business enterprise relies to some extent, 
if not regularly, at least from time to time; on bank indul- 
gences. The securities offered by the commission house are 
normally regarded as ample, and certainly rank as far more 
valuable than do the one or two-name acceptances on the 
basis of which manufacturers frequently obtain loans from 
bankers. 

Because the commission houses do business or should do 
business only with foreign customers with whom they are 
intimately acquainted, and because they are better posted as to 
the customary ways of financing export trade, they are usually 
more liberal in their terms to their foreign correspondents than 
are manufacturers. Indeed, this is one of the advantages 
found by foreign importers in dealing through commission 
houses, that they are not required to persuade and teach 
individual manufacturers or other suppliers as to suitable 
forms of credit. 

Though export commission houses operate, as has been 
explained, solely or at least primarily, as buying agents for 
foreign importers, they often maintain their own branch 
offices or agents of some description in the countries where 
they have their largest trade interests. Even if the com- 
mission house operates strictly within its proper limits as 
buying agent on commission, yet these foreign branches or 
agencies are found desirable or necessary for various reasons. 
For example, if shipments from the commission house should 
be refused by a customer for any cause, the branch or the 
agent is on the ground to attend to the disposition of the 
refused merchandise and in general to harmonize disputes and 
to guard against financial losses. Again, the branch or 
agency may develop the business of the commission house 
through increasing the volume of business proffered by its 
customers, because of the more intimate and personal acquain- 
tances and friendship formed by the resident representative 
of the commission house. Or the latter may promote what 
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is known as an indent business, which means that the indent- 
ing house abroad takes orders from its local customers on the 
basis of samples or otherwise, collects together the several 
local orders and forwards its own blanket order covering the 
quantities ordered by the individual customers. The total 
quantity of merchandise ordered and shipped, when ultimately 
received, is apportioned among the several original buyers, the 
indent house purchasing no stock of the same goods for its own 
warehouse. Properly speaking, the activities of the foreign 
branches or agencies of an export commission house, are 
restricted to the operations just described. The export com- 
mission house either at its home office or through its branches 
or agencies abroad is not or should not be either merchant or 
sales agent. 

Demands Made by Export Commission Houses.— Most 
unfortunately for all concerned there has developed, especially 
in the United States but to some extent also in England, a 
practice among export commission houses of seeking com- 
missions from both ends, that is, both from the foreign customer 
and from the home supplier. From a legal as well as a moral 
point of view this practice is indefensible; none the less it is 
widespread. Many manufacturers seem to believe that the 
very term ‘export commission house’? means that they, 
the manufacturers, are the ones to pay the commission and 
accept demands for special commissions as a matter of course. 
To others, better advised, such demands are a constant source 
of irritation, and have done more perhaps than any other one 
thing to discredit the whole class of export commission houses. 
Such houses get their foreign business, that is, persuade 
importers in other countries to entrust them with their orders 
or indents, on their claims that they will execute orders at the 
lowest prices which their position and influence in the home 
market enables them to command, and that they will give 
every advantage in price and discount to their foreign clients. 
Then some commission houses in negotiations with suppliers 
about-face and demand from them special private or con- 
fidential discounts or allowances. True, these may sometimes 
be for the purpose of showing a similar advantage to their 
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foreign ‘correspondents, and they may invoice their goods at 
so much less than their correspondents had anticipated; but 
more often demands on suppliers are frankly made because 
the commission houses are not always able to make satis- 
factory profits from the reduced rates of commission which 
competition or other influences, real or imaginary, have forced 
them to. In the old days, 5 per cent. was the customary buy- 
ing commission; and probably 5 per cent. is today more fre- 
quently charged in England than in the United States, where 
rivalry or other causes have made more common a commission 
charge of 25 per cent. only. At the latter rate, a very large 
business must be carried on in order to cover the high costs of 
a tremendous amount of highly complicated clerical work, 
much of it of petty detail. Indeed the business cannot today 
be profitable at 23 per cent., and many leading houses now 
charge 3% per cent. as a minimum. Organized efforts have 
recently been made among certain New York export com- 
mission houses to restore by concerted action the old rate of 
5 per cent. charged to the foreign consignees, but it may be 
feared that, even with a larger buying commission paid by the 
customer abroad, the indefensible practice of demanding all 
that can be obtained from the American supplier is too firmly 
established to be uprooted. 

Policies vary among manufacturers or other suppliers as to 
meeting such demands on them by the export commission 
houses. Every manufacturer may be prepared to encounter 
such demands whenever he approaches these houses. Being 
prepared, he may have arranged his price quotations accord- 
ingly. But he will have to remember that, if he is at the same 
time carrying on a direct export trade with foreign customers, 
then the prices to the latter should not be better than the 
quotations made to the commission houses. Determination 
as to the advisability of meeting commission-house demands 
for private and confidential discounts should in all cases be 
based on policy in regard to each individual commission house, 
after a thorough understanding has been gained of the impor- 
tance and the character of the business of that house in the 
special markets where it is an influential trade factor, and on 
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the general importance of the trade of the house and of the 
personality of its managers. In other words, the granting of 
special discounts to the commission houses is practically a 
diplomatic question, for it must be understood that there is no 
real or moral justification for their demands in this direction. 

It sometimes happens that demands for special discounts or 
commissions are made by export commission houses under the 
guise of remuneration for efforts which it is proposed will be 
made to increase the sales of a manufacturer’s products in 
foreign markets: As has already been stated, the legitimate 
province of the commission house is restricted to operations 
as buying agent in the interest of foreign importers whom it 
persuades to become its clients. Selling to these clients, or 
to others, specific articles in which the commission house may 
become interested is not, strictly speaking, a legitimate feature 
of its operations. ; 

Exporters as Foreign Salesmen.—As has already been 
remarked, there exist a few houses, ranking as exporters, who 
operate solely as sales agents for manufacturers, in foreign 
countries; that is, they take a manufacturer’s samples and 
solicit orders exclusively for his goods and for the goods of the 
several different manufacturers with whom selling arrangements 
are made. These orders may sometimes be shipped directly 
from the manufacturer to the foreign buyer, but more often 
they are shipped by the home office of the house acting as 
export sales agent and are financed by it, the house paying the 
original manufacturer and collecting from the foreign client, 
precisely as export commission houses-finance their purchases 
for export. The houses operating as sales agents for manu- 
facturers in foreign markets are usually restricted to such 
operations only, although occasionally it may happen that a 
small general commission business is done. In principle, 
_ they do no business excepting with those manufacturers whose 
goods they especially, and usually exclusively, represent in 
the foreign markets which they cultivate. A very natural 
confusion is likely to arise between houses of this character 
and the export commission houses, properly so-called, because 
of the constantly increasing effort of the commission houses 
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to develop a selling adjunct to their legitimate business. It 
will be well to differentiate sharply between the two kinds of 
houses. Those which operate as sales agents in foreign markets 
are usually specialists, confining the lines which they represent 
to one branch of trade, or to very closely related branches. 
They are especially notable in the hardware trade. Repre- 
sentatives of these houses may establish branch offices in 
important foreign markets, while other markets of less impor- 
tance are covered by traveling salesmen. All representatives 
are equipped with samples of the goods manufactured by the 
principals whom the export sales agent represents. The orders 
taken may be executed either by the home office of the sales 
agent, or they may be transmitted by customers through their 
special export commission house connections or other buying 
agents in the supplying country, or they may in some 
instances be shipped direct from manufacturer to foreign 
customer. 

Export commission houses that also undertake the selling 
of special lines are prompted to that effort primarily by the 
desire to add to their profits. Since the operations of the 
majority of such commission houses cover every known and 
imaginable kind of product and manufactured article ordered 
through it by all sorts of foreign customers, they cannot very 
well be specialists in any; and when they succeed in obtain- 
ing sales agencies from manufacturers, the merchandise which 
they attempt to sell is likely to be diversified in character. 
Moreover, that department of the export commission house’s 
business which is devoted to the selling of specific articles 
sometimes has to be handled quite delicately—and this at both 
ends, abroad and at home. A good many of its foreign 
customers object to having their buying agent urge them at the 
same time to purchase goods in which obviously the buying 
agent has a very special interest. A good many manufacturers 
at home feel that the general character of the trade of an 
export commission house argues against its facilities for advanc- 
ing the sales of a specific article, hence does not commend such 
a house as the most desirable sales connection. For this 
reason, therefore, several commission houses have placed the 
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sales end of their business under separate and distinct trade 
names. Another development is the fondness of some of these 
houses for using on their letterheads the legend ‘‘Exporters 
and Manufacturers’ Representatives.’ This is a sort of 
camouflage invented to influence both the home manufacturer 
and possibly foreign customers—the manufacturer, with the 
idea that the exporter is a salesman; the customers, with the 
idea that they are dealing directly with a factory representative 
and not merely with a general export house. This legend on 
letterheads may be read with the same consideration as may be 
given to other indications appearing on some of them, such as 
long lists of foreign “branch houses and agencies” which 
unfortunately are not always quite exact, at least among the 
newer and smaller concerns. 

Before considering further the advantages of an export 
commission house as a salesrnan for a given kind of goods and 
the desirability of employing such a house to introduce mer- 
chandise or develop sales in a foreign market, it will be well to 
examine rather minutely the relative advantages and dis- 
advantages in a general way of doing business through export 
commission houses. 

Advantages in Trading With Exporters.—The advantages 
to a manufacturer of operating with export houses of any 
description are many and notable. As has already been 
pointed out, the domestic office of the exporter is always on the 
ground, may be as intimately known as any other nearby 
customer and the exporter takes care of most of the detail work, 
sometimes rather complex, which would attend the doing of 
direct export business. As in every selling effort, so with 
the export houses, the personal element which can be culti- 
vated and developed in the domestic offices of the exporter is a 
highly important one, perhaps the most important of any. 
These houses are right on the ground, their managers and 
buyers are freely accessible and may be turned into intimate 
friends. The export commission houses usually have a good 
many and a great variety of foreign customers, who may be 
interested in all sorts of goods. Of course, the importance 
of these houses varies, some of the new, small houses having 


GETTING EXPORT BUSINESS 157 
x 

perhaps not more than three or four foreign customers, while 
some of the old and large houses may have several hundred 
customers. In any case, if the right sort of impression is 
made on the domestic office, and the friendship of managers 
and buyers gained, it is altogether possible for them to send out 
the manufacturer’s catalogs, or they may be induced to buy 
samples and send them out to those of their foreign corre- 
spondents whom they are in position to know are likely to be 
interested. 

The placing of the actual orders depends on the foreign 
importers, but the domestic office of the export house knows 
what kind of business the foreign customer is carrying on and 
is in position to recommend goods highly, besides having» 
facilities for shipping small lots of samples in conjunction with 
shipments of a customer’s regular orders. In a good many 
cases the heads of export commission houses, or some of their 
employes, have personal acquaintance with foreign markets 
where the business of the house is important, and may very 
likely know personally the customers of the house. All this 
may be important as influencing the larger development of 
export trade. Furthermore, intimate acquaintances and 
friendships among the export commission houses will often 
- gain opportunities for meeting personally the foreign customers 
of these houses as they come from abroad to purchase goods. 
On every account, therefore, the exporters, no matter whether 
merchants or commission houses, should be constantly and 
intimately cultivated. 

Some Disadvantages in Trade With Exporters.—It is wise 
to recognize certain limitations to export trade development, 
as well as certain real disadvantages, involved in restricting 
export efforts tc export houses such as have been described. 
It seems often to be imagined that merely because a firm is 
called an exporter it does business with all parts of the worid. 
This is not true of any export house. There are some exporters 
who confine their business to one single country, others whose 
efforts are restricted to a continent, to Australia perhaps, or 
possibly to South America. There is no single export house 
of any class or description in existence that has facilities for 
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introducing a manufacturer’s goods in all countries of the world, 
or has equal facilities for all kinds of goods even in the countries 
where it actually carries om business. Every export house is 
strong in certain markets and weak in other markets. An 
“exporter to South America” may specialize in Brazil, perhaps 
rank as one of the two or three largest houses exporting to 
that republic, but may do a moderate business in the River 
Plate territory, a small and trifling business in Chile or Peru, 
and nothing at all in Venezuela or Colombia. 

Again, the character of business carried on by the general 
export commission house varies with the different markets 
where it does business. For example, a large and widely 
- known exporting house does its largest business with Australia 
and an important but smaller business in South Africa. In 
South Africa it ranks first in the automobile field, because it 
very early secured for the South African territory the exclusive 
rights to a low-priced popular car, the business in which has 
been developed to considerable magnitude. In Australia, 
the largest market for this house, it does not have the agency 
for the same car, or for any other car, and does nothing at all 
in the automobile line, but its interests are chiefly in iron and 
steel products and sundry goods. There is another exporter 
who ranks first in the automobile field of Australia. 

Another illustration is the case of an exporter who has for 
50 years past been shipping largely to Australia and who enjoys 
the patronage of probably one-third of all the hardware import- 
ers in that continent, where in fact this house does very little 
else than the hardware business. The same house also has 
business in China, but its interests in the Chinese republic have 
been almost exclusively in cotton textiles. It will almost 
always be found that the interests of any exporting house vary 
in the different markets in which it does business in similar 
fashion to the illustrations just cited. 

The exporter’s business varies in this way, either because 
of the personal preference or trade knowledge of representa- 
tives of the exporter who started his business in a given 
territory, or may now represent it there, or because, since it 
happened for one reason or another to start in a certain direc- 
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tion, dévelopment along one line has been easy and natural. 
The representative of an exporter in a foreign market quite 
naturally knows more about certain branches of industry 
than about others, likes doing business in certain kinds of 
merchandise, and instinctively, as well as by preference, 
develops such lines while neglecting others. The export 
commission house that secures the buying agency for an 
important hardware importer in a foreign market finds it easy 
to secure similar buying agencies for hardware importers in 
other cities in the same countries through reference to the 
business done for those first secured. It is therefore evident 
that a good deal of discrimination is to be exercised in selecting 
exporters of no matter what description for the purpose of 
cultivating business in a stated territory. One must learn 
not only how strong the exporter is in the foreign market 
under consideration, how important and influential he may 
be in that market, but what kind of business is transacted in 
that market as compared with the business carried on in 
other markets. The mere fact that an exporter is known as a 
heavy buyer of hardware and that he does business in Australia 
and China by no means implies that that exporter has an 
important hardware business in China. The manufacturer of 
automobile accessories who wishes to find outlets for his 
product in Australia must understand that the exporter who 
does a large automobile business in South Africa is not neces- 
sarily a similarly important factor in the automobile trade in 
Australia. 

Acquaintance With Exporters’ Foreign Connections Desir- 
able.—It must be understood that few export houses, be 
they merchants, buying offices for foreign enterprises, or 
export commission houses, actually buy goods until after they 
have referred to, consulted with, and received advices from 
their foreign houses or customers. It is not usually possible 
to go to any of the domestic offices of these houses, show 
samples and book orders, as a manufacturer expects to do in 
the case of a purely domestic customer. The domestic 
office of the exporter may be seriously impressed by the kinds, 
qualities, or prices of the goods offered, he may believe them 
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entirely suitable for some of his connections* in other countries 
but he will rarely place an order, unless it be for samples of 
small value, until he has put the case before his friends in 
foreign markets for whom He thinks the merchandise suitable 
and has received their instructions. This means that con- 
siderable time must elapse between the manufacturer’s first 
solicitation of business and the actual development of orders. 
It means, too, that the exporter must not meanwhile be 
forgotten—the acquaintance and the friendship of the large 
exporter should be under constant cultivation. If he can be 
induced to purchase samples and thus place in possession of 
his friends in other countries tangible examples of what he 
believes suitable and advantageous for them to buy, a long 
step in advance will have been taken. A good many exporters 
solicit and urge manufacturers to give them samples for this 
purpose free of charge. This may sometimes be done if 
the samples are not of great value and if a thorough knowledge 
of the nature of the business of the exporter inclines the 
manufacturer to believe that real business may thus best be 
developed. However, as there are perhaps a thousand of 
these export houses, there must obviously be a limit set to the 
number of free samples that any manufacturer can afford thus 
to distribute. 

There is always one great disadvantage in relying exclusively 
on exporters for the development of sales in foreign countries. 
That is, that the manufacturer has no contact with the actual 
- buyer of his goods, or in most cases even with the exporter’s 

*When in these pages mention is made of “friends” and ‘‘connections’”’ 
abroad of export merchants and export commission houses at home, it must 
be understood that such connections may be of several different sorts. 
The connections of an exporter, be he merchant or commission house, may 
be merely clients or customers who forward orders or indents of a specific 
nature with instructions to the home exporter to buy. Or, the foreign 
connection may be the exporter’s own representative who may act as 
manager of a branch operating either as merchant or as sales agent or merely 
as general representative of the home office, cultivating good will and 
attending to local finances. Or, once more, the foreign connections may 
be locally domiciled commission agents, in such cases usually acting both 
to promote and to safeguard business. Throughout this volume, what 
are referred to as “‘connections’’ of exporters, either export merchants or 


export commission houses, or by whatever name they are known, must be 
understood to be any of the above described varieties of connections. 
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agent acting as salesman for his goods. There is another dis- 
advantage hardly second to this, namely, that the exporter 
has no interest at all in the manufacturer’s business and no 
enthusiasm about making the manufacturer’s name and brand 
known. The exporter considers and must consider first, last, 
and all the time, his own business interests. 

It has already been observed that the personal element in 
trade is equally important and equally necessary to be culti- 
vated in export business as in domestic business. If the 
maufacturer seeking to develop his foreign trade is acquainted 
only with the nearby office of an exporter, he loses entirely any 
relation with the real buyer of his goods. He relies exclusively 
on a middleman who does not and cannot know his goods as he 
knows them, and who may have only a perfunctory interest in 
his goods. He allows this middleman to shoot an arrow into 
the air and has no idea at all where it is likely to land. He is 
deprived of one of the greatest elements in modern business 
development—the opportunity of serving his customers, of 
helping them do a larger business in his products. 

Some manufacturers insist upon knowing the names of the 
exporter’s customers to whom the manufacturer’s goods are 
shipped, the addresses of the exporter’s foreign branches, the 
names of the exporter’s foreign representatives through whom 
business is carried on. It is sometimes possible to force an 
exporter to divulge this information, particularly if the manu- 
facturer makes something which is peculiarly desirable and 
which the exporter is unusually anxious to handle. Often, how- 
ever, it will be found difficult and next to impossible to secure 
this information from exporters. Their usual practice is to 
decline to give namesand addresses of their connections abroad, 
partly because of the fear that their foreign customers will 
want to do business directly with the manufacturer, instead of 
passing orders through the exporter’s hands, or that the 
manufacturer will attempt to do direct business with the 
customer, both results having happened frequently in their 
experiences, and partly, too, because the exporter may see, or 
expect to have, an unusually good profit in the merchandise 
under consideration. 
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Whatever the arguments and excuses of the exporter, it will 
be to the great advantage of the manufacturer somehow 
to learn as much as possible about the foreign merchants who 
actually receive his goods as shipped by exporters. The latter 
really ought to see the point and be susceptible to persuasion. 
Manufacturers as a rule appreciate too highly the advantages 
of relations with the exporter in such regards as shipping and 
financing to be ambitious to discard the exporter and do busi- 
ness directly with their customers, provided they can get just 
as large and satisfactory business through the exporter. So far 
as these customers are concerned, if the exporter cannot retain 
them as his own clients through satisfactory services rendered, 
then he deserves to lose them. The exporter should, theo- 
retically, acknowledge without debate the advantages, to 
himself and to all concerned, of a manufacturer’s efforts to 
cultivate interest in his particular goods directly with importers 
in foreign markets, and the advantages of a manufacturer’s 
acquaintance with the exporter’s own foreign managers and 
agents. It is not often, however, that this broad-minded 
attitude is to be discovered among exporters. Usually the 
manufacturer intent on following this modern business science 
into foreign markets must rely on his own ingenuity in ferreting 
out the names of what are really his own customers, with whom 
he does business through exporters, taking hints from marks on 
packages and other sources, and always having before him his 
card index, or Who’s Who (See Chapter XVIII) of actual and 
prospective customers in.each market. 

Exporters Lack Interest in Special Products.—Exporters’ 
interests in a manufacturer’s special goods or his brands quite 
naturally are not keen. Asa rule the exporter does not want 
his foreign customer to know any more than is unavoidable 
as to the sources of the goods that are shipped to him. There 
is always the fear on the part of the exporter of the develop- 
ment of ambition on the part of his foreign customer to do 
direct business with the actual suppliers of goods, as business 
in them growsinimportance. Furthermore, when merchandise 
becomes strongly entrenched in a market through popularity 
of a trade-mark or widespread knowledge of the original manu- 
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facturef’s name, the exporter is abjectly at the mercy of his 
customers in that market. He has to buy for them these 
exact goods and no others. He cannot substitute something 
similar that does not bear the required brand or address, even 
if he is not on good terms with the manufacturer and even if 
he knows that he is not accorded the manufacturer’s best 
prices. The exporter is always keenly conscious of the fact 
that the goods he sells are not his own. He often comments 
rather bitterly that he is building up trade for other poeple. He 
knows that it is entirely possible that, with the development 
of business, the manufacturer of a popular and largely sold 
article may give the exclusive control of his product to some- 
body else than the exporter, who will perhaps therefore lose 
entirely a remunerative trade in that article. On these accounts 
some exporters attempt, so far as possible, to have goods 
that they export bear brands or trade-marks of their own, or in 
default of that insist that manufacturers ship their products 
without any name or brand. 

The manufacturer’s or producer’s interests in this respect 
are precisely opposed to the exporter’s. If the manufacturer 
decides that his policy will be to rely exclusively on exporters 
in the United States for his foreign business, he should use a 
good deal of diplomacy in his effort to persuade the exporters of 
his good faith in wishing to deal solely through them while he 
urges the necessity for their close cooperation in the develop- 
ment of modern business ideas in relations with the actual 
customers, that is, the importers in foreign markets. 

Certainly the manufacturer has nothing to gain and every- 
thing to lose by surrendering his goods to the control of the 
exporter. How disastrously this may develop is well illus- 
trated in the case of a New York manufacturer of certain textiles 
who succeeded in the course of a few years in developing a busi- 
ness of about $250,000 a year in the Argentine Republic 
through the efforts of a clever local agent in Buenos Aires. 
Along came a newly established export house. One of its 
managers was intimately acquainted with the manufacturer 
and, knowing of the success of the latter’s agent in Buenos 
Aires, persuaded the manufacturer to turn over the control 
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of his product to the exporter with the agreement that the 
latter would also take over the Buenos Aires agent. This was 
done, but the agent in Buenos Aires very quickly quarreled with 
his new principals and tern\inated his engagement with them. 
The exporter’s new agent in Buenos Aires was not successful 
with the manufacturer’s goods, his trade fell to almost noth- 
ing and in the course of another year or two the exporter himself 
went into bankruptcy. At last accounts the manufacturer in 
question was making strenuous efforts to regain the services 
of his old Buemos Aires agent. Meanwhile he has suffered 
the loss of three or four years’ business in Argentina, and he 
must begin again with a distinct handicap—the reputation of 
his product, once growing fast, is now all but forgotten in that 
market. 

Usefulness of Commission Houses in Introducing Goods. 
Finally must be considered the advantages and disadvantages 
of export commission houses as salesmen and introducers of 
goods in foreign markets. Mention has been made of the 
conflict in functions which is involved in the efforts of a com- 
mission house to act on the one hand as a shrewd buying agent 
for foreign importers, and on the other hand as a salesman with 
obviously special interests in certain goods, rather than in goods 
that may be preferred by importers who instruct the com- 
mission house what they want purchased. However, the 
practice of commission houses in seeking exclusive sales rights 
for manufacturers in some, and often in a good many, foreign 
markets is so widespread as to be general—is the rule rather 
than the exception. 

There may be advantages to a manufacturer in thus giving 
the exclusive sales agency for his line to an export commission 
house for a market where it is learned, after careful investiga- 
tion, that that exporter has important interests in the par- 
ticular trade that purchases the manufacturer’s products, or 
products closely allied with them. Such exporters almost 
always have branches, or more often agents of some description, 
in such markets. It is possible for managers of foreign branch 
houses or other agents of the export commission house, if they 
are sufficiently interested, to take the manufacturer’s samples 
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to the Iocal trade and secure orders as salesmen. If the local 
_ manager or agent has a wide acquaintance in the trade pur- 
chasing products similar to those offered by the manufacturer, 
it is very probable that he can secure for his house a fairly 
large number of the indents, or orders, of the local trade in new 
goods suitable for their use: and his acquaintance and per- 
sonality may be such as to help materially in increasing the 
business of the manufacturer in that particular territory. 
Operating in this fashion the manufacturer further has the 
undeniable advantages of relief from shipping and financing 
detail, since the orders secured in the foreign territory are taken 
care of by the domestic office of the export commission house, 
with which the manufacturer is closely and intimately 
acquainted. 

Disadvantages in Granting Agencies to Commission 
Houses.— Disadvantages attaching to the granting of 
exclusive selling agencies to export commission houses must, 
however, be considered. In the first place, the foreign 
branch or the agent of the export commission house can, asa 
rule, introduce a new line of goods only to his own customers; 
that is to say, to those customers who are accustomed to 
entrust to the agent’s home house their orders or their indents 
for goods from many different suppliers. It is difficult for 
the agent of one commission house to persuade local clients 
who prefer to entrust their orders for general goods to a rival 
commission house, to purchase a new article or line of goods 
through a competitor of the house they prefer just as it is 
difficult at home for one wholesale establishment to sell goods 
to a rival wholesale establishment. Perhaps an even more 
important possible disadvantage is to be discovered in the 
absence of any direct or personal contact between the manu- 
facturer and the salesman who tries to introduce the goods. 
The home office of the export commission house may be 
honestly enthusiastic about chances for developing a large 
trade ina given foreign market. It may send out samples and 
write enthusiastic letters to its branch or its agent in that 
market, but success or failure depends entirely on the personal 
attitude, toward the proposition, of the man on the ground 
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who has the task of attempting to develop sales. If that 
man has not the same interest in the proffered agency which 
has been shown by his home office, no business to amount to 
anything will result. If the goods themselves do not appeal 
to the local agent, he will not try to sell them. If the effort 
to sell seems to the local agent likely to require more time and 
work than is warranted by the probable volume of busi- 
ness to be secured, then the agent will neglect the new line 
altogether. He has to make his branch house pay expenses 
and a profit, or,if he is agent on a commission basis, he has to 
look out for No. 1, and his ambition is to make as much money 
as possible in the easiest way. His house at home may write 
reams of letters urging interest and a strong effort to sell. 
The man on the ground, however, is master of the situation. 
He will do as he pleases, and his home office knows that he must 
be allowed to do so without serious interference. 

This disadvantage may perhaps be overcome, in large part 
if not altogether, if the manufacturer makes the personal 
acquaintance of the local foreign agent, goes to the country 
where he is located and works with him, or meets him perhaps 
while he is on a visit to the home office—“‘sells”’ the agent in 
order that the agent may sell the manufacturer’s goods to 
others. A good deal may often be gained if the manufacturer 
is allowed to carry on correspondence directly with the local 
foreign agents of the commission house, and attempt to 
interest them and inspire them, since it is the manufacturer 
alone whose interest is centered on the one line of goods and 
who best knows how to promote the development of business 
in his own line. In the absence of such personal and direct 
relations between the manufacturer and the local representa- 
tive abroad of a commission house, best and largest results 
are hardly to be expected. 

It goes without saying that in considering the advisability 
of giving a sole sales agency for a given market to an export 
commission house, no great technical knowledge of a given 
article is to be expected. Most large commission houses are 
general traders handling all sorts of manufactured goods and 
raw products, without any great or intimate acquaintance 
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with nine out of every ten of the different kinds of merchandise 
which they buy and ship. The local foreign agent of the com- 
mission house may similarly be a jack of all trades. The very 
first decision to be arrived at, therefore, as has already been 
pointed out, is whether or not in the given foreign market the 
agent has an already established acquaintance among and 
friendship with local merchants likely to buy the products, 
whose exclusive control it is contemplated to give him; or, 
whether he can and will try to create an entirely new line of 
customers. Any export commission house soliciting or con- 
sidering the agency for a manufacturer’s products ought to be 
willing to convince the manufacturer as to its ability and its 
status in the local trade of the foreign market by references to 
other manufacturers catering to the same kind of trade, whose 
goods are already controlled by that house, or for whom a 
large business is done in the one special market in question, 
irrespective of other markets. 

Seeking Orders from Export Commission Houses.—A 
manufacturer need not grant any agencies or any other special 
favors to export commission houses in order to sell them goods 
sometimes. Such houses occasionally have orders sent to 
them in blank, merely calling for goods of a general kind, and 
the exporter then can place those orders wherever he pleases, 
with manufacturers who are friends of his, or where he can 
buy most cheaply. This is not the rule, it is the exception. 
Much more often, an exporter has to seek out some manu- 
facturer with whom he has never previously done business, 
perhaps has a good deal of difficulty in finding the manu- 
facturer’s address, because the exporter’s foreign customer has 
instructed him to buy certain specified goods from that manu- 
facturer. However, most exporters are willing to increase 
their business and will send out catalogs of goods that 
are new to them, or that seem to be desirable, distributing 
them among their foreign customers who may be interested. 
Indeed this is a sort of service which they render their cus- 
tomers—keeping them notified as to all sorts of goods in their 
particular trades. Though it is seldom possible for a sales- 
man to go to an exporter’s office and sell him a lot of goods 
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outright,it may none the less be possible to lay the foundation 
for future business by persuading the exporter of the desira- 
bility of the goods offered and that it will be of interest all 
around to forward abroad the catalogs, introducing one- 
self and one’s goods. But it must be remembered that the 
large exporters have elaborate organizations. There is not just 
one buyer, or manager, to be called on or addressed by mail. 
There may be two or three, or a dozen, wholly independent, 
self-governing buyers or managers, in the same organization. 
The organization of a typical export commission house is shown 
in Fig. 2. Usually the exporting house is organized into 
territorial departments, for example: Australian Depart- 
ment; South African Department; Far Eastern Department; 
River Plate Department; Cuban Department, and go on. 
The manager of each department controls his own depart- 
ment. One cannot, therefore, merely see or write to the 
president of the company, or any general manager; one would 
never get anywhere in so doing; it is necessary to see and sell 
each departmental manager individually. Obviously, to 
work intelligently one must first learn as much as possible 
about the organization of the exporter whose patronage is 
wanted, as well as about the nature and extent of his business 
in different foreign countries. This can be learned only by 
experience and by cooperation with other export executives. 

The moral of this chapter is that even indirect exporting, 
selling only to or through exporters located in the United 
States, cannot be successful if followed in any light, haphazard 
fashion, or without attention and study. The beginner should 
now have received a number of hints of the possible pitfalls 
to be encountered in this form of exporting, so that he may be 
on his guard against them as his business develops. He should 
also have recognized some quite plain advantages in business 
with exporters. There are very few manufacturers who dis- 
dain altogether such business. It may be cultivated with more 
or less eagerness, according to the policy of the manufacturer 
as to encouraging the direct method of exporting, but in 
every case the acquaintance and good will of the exporters is 
well worth having and should be fostered intelligently. 


CHAPTER XI 
DIRECT EXPORTING—CORRESPON DENCE 


Importance of Export Correspondence.—Before taking up a 
consideration of the direct methods of doing an export business, 
it is advisable’ to have an understanding of the vital 
importance of correspondence, for if a person is to attempt to 
do business directly with buyers and customers in foreign 
countries he must understand that the great bulk of his rela- 
tions with them will be on paper. Sometimes the export 
executive may make a foreign trip, or his traveling salesman 
may visit some of his actual or prospective customers; some- 
times foreign buyers may visit the export executive and his 
home factory. Seldom or never in any export executive’s 
experience is a personal, face to face, acquaintance to be made 
or hoped for with all foreign customers. Even when personal 
visits are made periodically, there are always long intervals of 
time between visits, with business and personal relations to be 
managed and cultivated, which are only to be bridged by 
letter writing. This is one of the respects in which exporting 
differs notably from domestic business. Apart from the dif- 
fering psychology of customers of other blood than our own, 
there is the element of*strangeness in the export trade—the 
strangeness of the foreign customer to unknown and different 
goods, to the manufacturers of those goods of whose character 
and importance he is totally ignorant. So the exporting 
manufacturer has to introduce both himself and his goods, and 
has to make and keep friends for both, mainly if not exclusively 
by correspondence. Whatever the Ohio manufacturer does 
in regard to his customer in Wisconsin, he has to do something 
else and something more for his customer in Australia. And 
he must do it in quite a different and better way if he wishes 
to make a customer of him in the first place or to retain him 
in the future as a bigger and better customer. Correspon- 
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dence niay, in fact, be so developed and managed as almost 
to take the place of an intimate personal acquaintance and 
friendship, which, of course, in export just as in domestic 
trade, are factors of greatest importance in business. 

As a matter of fact, correspondence in the export trade in 
its relation to the original start of business relations should be 
considered before the employment of traveling salesmen. It 
is certain that the great majority of manufacturers at present 
doing export business began to get their foreign trade through 
correspondence alone, and not a few of them have never 
adopted any other means of developing it. No matter how 
important the advantages of selling goods anywhere through 
traveling salesmen, the fact is notable that few, if any, of our 
largest manufacturers ever started their export trade by 
sending salesmen to foreign markets. The salesmen have 
been dispatched after beginnings of business in such markets 
have otherwise been made, almost always through corre- 
spondence. 

Yet it seems necessary to include a rather long chapter on 
this subject in a book for the export executive, because, in 
the author’s experience, about eighty out of every one hundred 
beginners in exporting seem to fancy that all they have to do 
to get and keep a foreign trade is to write to a prospect in 
far away Australia, for example, something like this: ‘‘Dear 
Sir: We are sending you our catalog and price list and have 
the pleasure of offering you 40 per cent. discount, f.o.b. 
Toledo, cash with order. We hope to have your orders, 
which will have our best attention. Yours truly.’’ How- 
ever it may be in domestic trade, that is not export corre- 
spondence. We can’t expect any man 14,000 miles away from 
us, who never heard of us or of our goods, who very likely 
never heard of the city of Toledo, to be so excited over the 
opportunity we offer him in any such fashion as to sit down and 
send in a large order by return mail. No buyers anywhere 
are madly eager to spend their money, least of all when the 
dealer who wants to part them from their money is totally 
unknown to them, when they do not know what the goods 
are likely to be, and they may be out the use of their money 
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for from four to six months. Yet this is exactly what so 
many would-be exporters apparently expect—just to present 
a business card and get an order; just to ship an accidental 
order and never follow up the goods by cultivating the 
customer. ‘Therefore we repeat here some of the most 
elementary, fundamental principles that must underlie success- 
ful exporting direct to foreign customers. In addition there are 
numerous books of business correspondence, usually includ- 
ing a great many. hints of equal value in the export business 
as in the domestic business for which they were primarily 
intended. A few of the most primary principles only are here 
emphasized. The application of any principles to the require- 
ments of a special business or a special occasion must depend 
on the intelligence, ingenuity, and versatility of the individual 
who knows his own problems and is willing to give a little 
thought to the most effective ways of handling them. By way 
of further emphasizing the importance of this subject, it is 
no exaggeration to assert that for years past, not a week has 
passed in which some man attempting an export business has 
not come with complaints of lack of success, which it has 
developed might directly and solely be due to unintelligent 
use of correspondence and catalogs. The subject, then, is not 
to be considered lightly or casually by the export executive. 

Basic Principles of Export Letter Writing.—The kinds of 
letters making up the correspondence of exporters with foreign 
countries include: (1) sales letters initiating correspondence, 
that is, opening correspondence for the first time with foreign 
concerns which it is hoped to turn into customers, usually 
through making them offers of goods; (2) sales letters reply- 
ing to foreign correspondents who have made inquiries about 
goods; (3) follow-up letters to both of the preceding kinds, 
intended to reawaken interest or to clinch business; (4) letters 
cultivating and more largely developing the trade of established 
customers; (5) letters endeavoring to adjust complaints of 
any description; (6) routine letters, acknowledging receipt of 
orders, advising of shipments of orders, relating to finance, 
etc. . 

Every letter in the export trade ought to be essentially a 
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sales letter of one description or another. If not specifically 
aimed at securing an order for a special article, still the tone 
and temper of each letter should be calculated so to impress its 
recipient as to make him a satisfied customer or agent dis- 
posed to do as much business as possible with the persons who 
write the letters. It is impossible to place too much emphasis 
on this point. Success in letter writing can certainly be 
developed through study much more easily than can success 
in selling goods by word of mouth. Yet no hard and fast rules 
can be laid down. The chief element in any successful letter 
writer should be personality and individuality. To these add 
the ability to put oneself in the other man’s place, modified by 
_ shrewd ideas as to the psychology of the other man. Finally, 
there is involved the ability to say as much as necessary in the 
most forceful and appealing fashion. 

We cannot here consider the question of writing letters of a 
routine nature or those designed to adjust complaints or dis- 
putes, inasmuch as all letters of these descriptions are neces- 
sarily special and peculiar each to itself as required by the 
individual circumstances. We may, however, once more repeat 
that each and every letter of these descriptions should embody 
in it the spirit of salesmanship, should carry with it the atmos- 
phere of good will and a desire to work together for mutual 
profit and advantage. There is something better and more 
effective to be done than to dispatch a printed slip or post 
card reading, ‘‘We thank you for your order.”” There is a good 
deal more to be done than merely forwarding invoices or 
possibly other formal documents or printed advices indicating 
that shipment of merchandise has been made. 

In the attempt to adjust, harmonize, or compromise com- 
plaints, the spirit that pervades the letter is of far greater 
importance than the actual offers of settlement that may be 
made or refusals to consider a complaint. In most cases 
there exists the desire or at least willingness to do further 
business together, hence even these letters should be written 
with that thought back of them. It is in fact the problem of 
how to sell goods by letter, sell them in the first instance to a 
new customer, sell more goods to an old customer, which may 
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very well form the chief preoccupation of the export executive 
who seeks export trade and wants as much of it as he can get. 

There are a few basic fundamentals of letter writing which 
the export executive must on no account forget. These 
include the following: 

Languages.—Letters to foreign houses, whether prospective 
or actual customers, should always be written in the language 
the recipient commonly uses in his own correspondence. This 
is usually the language of the country where he lives, but 
often may be one of the great commercial languages of the 
world, not his own, because his own may be almost unknown in 
the outside world. The usual languages of commercial cor- 
respondence are: English, French, German, and Spanish, 
and ordinarily no others need be employed by the export execu- 
tive. Houses in Italy and in the Levant usually write in 
French. Those in Scandinavia, in either English or German; 
those in Holland, in English, and so on. When there is no 
clue, through receipt of letters from him or otherwise, as to 
the language which a correspondent prefers to use in his let- 
ters, then the language of his country should be used, if it is 
one of those mentioned, otherwise that one most likely to be 
used by the commercial community in its correspondence 
with the outside world. The general knowledge of every 
country where he attempts to do business which every export 
executive must have will advise him as to the language of each 
country. If he does not at least know what tongue is spoken 
in a given market, then he has no business trying to do business 
there. And following out the principle of making buying easy 
for the customer, of making business relations easy and 
pleasant, the notable advantages of talking to a foreign con- 
cern in the language that it habitually uses every day, instead 
of in one that it has to pay somebody to translate, perhaps 
inaccurately, are self-evident. Few export executives speak 
and write, with equal facility, if at all, all four of the languages 
we have mentioned; but translators abound and if not regularly 
employed on the export staff may be hired by the job. This 
subject will be discussed at more length in treating on export 
catalogs. 
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Postage.—Posiage on foreign letters must invariably be 
fully prepaid. The rate is 2 cents to some countries, 5 cents 
to others. The export executive, his stenographers, and his 
mail clerks must know. Any post office will tell. Americans 
have been so frequently and so severely upbraided for their 
frequent carelessness or delinquency that it seems incredible 
they should still need warning—but they do, as any foreign 
house doing business with the United States will ruefully com- 
plain. Penalty postage of double the amount not prepaid, 
say 6 cents on a letter that has been dispatched with only a 
2-cent stamp, may seem a small matter. When from twenty- 
five to two-hundred such penalty letters are received in a 
month, the tax is not a small matter and ceases to be a joke— 
the irritation of the recipient is even less of a joke. The export 
executive must guard against its possibility; the only certain 
way is through vigilant supervision of his subordinates, their 
training and education, with strict, sometimes daily, watching. 

Sitgnatures.—All export letters must be personally, indi- 
vidually, signed and always with pen and ink. Lead pencil 
and typewritten signatures are not formal and are not in keep- 
ing with the dignity of international relations. Nor should 
the export executive or any other official of the house permit 
some minor clerk to sign his name ‘‘per’’ some initials. Even 
a circular letter should be personally signed. Anything else 
detracts from the character of the house, in the eyes of foreigners 
who make much of formality and dignity, and accordingly 
subtracts just so much from the chances of success with them. 

Duplicate Letters—All very important letters, whose loss 
in the mails might be serious or involve embarrassment, should 
always be written in duplicate, the copy to be forwarded by 
the next succeeding steamer to that which carries the original. 
This does not, of course, apply to ordinary circular or sales 
letters, but it emphatically does apply to letters making quota- 
tions in reply to requests that have been received and to all 
letters enclosing important papers or documents. 

Self-Contained Letters.—The basic principle in foreign cor- 
respondence is that every letter should be clear and complete 
in itself, telling everything needful for the recipient to know 
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and never requiring him to ask its meaning or for further 
explanation or information. This requires that the export 
executive have the ability to put himself in the other man’s 
place, to visualize exactly what and all that the man at the 
other end wants and requires. 

Successful Export Sales Letters.—We may first consider 
letters essentially or solely designed to secure orders for goods 
which they offer. Such letters include those addressed without 
invitation, on the writer’s own initiative, to merchants in 
foreign marketS who may be believed to be large or otherwise 
desirable prospective customers; letters similarly addressed 
without solicitation to export houses in the United States in 
the effort to secure their business or through them the business 
of their foreign customers; letters replying to inquiries that 
have been received from abroad, coming either from mer- 
chants who seek prices of goods and other information in order 
possibly to place orders for, their own account, or from com- 
mission agents in other countries who wish only to secure the 
local representation as sales agents of the line. In the same 
category come follow-up letters that may be utilized in further 
cultivating or developing the interest of any of the corre- 
spondents just described. There may be a series of two, three, 
or even four such follow-up letters, in order to leave no stone 
unturned in the effort to persuade business. 

It should be clearly understood that nothing like the retail 
mail-order business is now under consideration. The ques- 
tion discussed is strictly a trade question into which efforts to 
develop demand from the ultimate consumer do not enter. 
The letters referred to are those written by manufacturers in 
the effort to secure through correspondence a local merchant 
in a foreign country as a trade customer, to start business, or to 
improve business, either with wholesalers or retailers, by 
letters when it is not possible or desirable to visit prospects 
personally. 

Desirable Features in Export Letters——Whether a letter 
is long or short does not in the least matter, provided always 
that the long letter is so written as to enlist the attention and 
interest of the recipient and compel his reading of the whole. 
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A certain school of business men advocates the terse and 
abbreviated form of correspondence, what is often called the 
“Dear-Sir-Yours-Truly”’ letter, and affect to despise what they 
call the “long-winded correspondent,” even regarding him 
somewhat contemptuously as a student and not a business 
man. Whatever may be thought of this policy in strictly 
domestic correspondence, it is to be remembered that con- 
ditions in the export trade are very different in a good many 
respects. In the first place, many correspondents in foreign 
countries are situated thousands of miles and weeks and months 
of mail time distant from us. Mail steamers are not always 
frequent or regular. The mere exchange of letters with cus- 
tomers or correspondents in Argentina or Australia may per- 
haps involve the time of from ten to twelve weeks. If a 
letter addressed to one of these correspondents does not say, 
clearly and explicitly, all that it ought to say, if it requires 
answers calling for further information, another delay of from 
ten to twelve weeks is involved and six months or more may 
have been wasted. Ifa letter does not argue a point at issue 
logically and convincingly, failure or irritation is certain; for 
interest and enthusiasm flag with the lapse of weeks of time. 

There are certain characteristics essential to letters in the 
export trade, no matter what kind of letters they may be, 
which may be laid down as first principles. The first of these 
is the importance of maintaining the dignity of the concern 
that writes the letters. They must convey an impression of 
importance, seriousness, solidity. There must never be a 
suspicion of a light or frivolous treatment of business, or lack 
of consideration of the smallest details connected with business. 
Letters must not only be strong, forceful, and convincing, but 
they must be dignified in tone and absolutely devoid of slang 
or buncombe, boasting, or empty and meaningless phrases. 
It too often happens that a manufacturer writes that he is 
prepared to ‘‘cooperate’’ with his foreign customers but does 
not specify how he will cooperate and really has nothing in 
mind in the way of cooperation. Another popular and much 
abused empty phrase is “‘we offer you ourservices.”’ Theseand 
similar expressions are meaningless. Persons who use them 
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confess themselves anxious to get an order, but on cross- 
examination it develops that they have nothing more in 
mind than that they are willing to quote their “best prices.”’ 
There is a great deal more in real cooperation and service. 
The dignity of a house is not enhanced by cheap letterheads, 
nor is an idea of its importance always conveyed by a flashy 
description on the letterhead of the wonderful merits of an 
article, or even by long lists of branch houses and agencies, 
which may or may not actually exist. If this sort of thing 
appeals to anybddy, it is to the small and ignorant business 
man, the sort that the manufacturer is not anxious to persuade, 
if he can persuade anybody else. 

Each letter should be an individual letter, specifically 
designed for the one correspondent to whom it is addressed 
and carrying evidence of that fact in its phraseology. This 
does not necessarily mean that each and every letter must be 
individually dictated. In almost every business there are 
certain special problems which have to be handled over and 
over again in a great many different letters, or certain 
inevitable inquiries which are constantly being received, to 
which one and the same answer may be made to all corre- 
spondents. It is quite possible to prepare in advance standard- 
ized paragraphs relating to such problems for use in answer- 
ing all similar correspondents. A series of standard para- 
graphs may be made to cover every descriptive feature of a 
product, to be repeated many times over in letters addressed 
to all sorts of correspondents in foreign countries. Similar 
form paragraphs may be prepared to cover almost all the 
essential details of general sales correspondence; but, since 
they are to be used as standards, each one must be of maximum 
efficiency and no little time and thought must be devoted to 
its composition. 

Although form paragraphs may be utilized in all sorts of 
letters, and obviously save much time as well as prove more 
efficient than carelessly, hurriedly dictated paragraphs on the 
same subjects, if the forms have been originally studiously 
and shrewdly composed, yet always somewhere, preferably in 
the opening paragraph of a letter, there must appear a clear 
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indication that the individuality of the special correspondent 
to whom the letter is addressed has had the undivided personal 
consideration of the writer of the letter, that that letter has 
been written and intended for that correspondent specifically, 
and is not a general or circular communication. 

The Evolution of a Successful Sales Letter.—A sales letter 
to be successful, at least in maximum degree, may be a veri- 
table work of art. Sucha letter is not to be produced at the 
first effort or through a single sitting with a stenographer. 
Repeated experiments are almost always necessary, with 
cold and critical examination of each, and many revisions and 
rewritings. Since, as has been pointed out, it is possible to 
cover in standardized form paragraphs most features of 
general as contrasted with individual character, those stand- 
ard forms must receive exceptional thought and study. The 
personal paragraph connecting the letter with the individual 
recipient may be dictated in an off-hand fashion, but the 
vital parts of the letter must have long and very serious 
consideration. Many a man is successful as a salesman when 
he has the opportunity to coming face to face with his customers 
and persuading orders, not only through the effective pres- 
entation of sales arguments but, in many if not in most cases, 
through his personality. The same successful salesman 
quite as often fails in the effort to sell goods by correspondence, 
sometimes because he cannot transfer his personality to 
paper, sometimes because he has a great diffidence about saying 
in black and white what he can and does say effectively when 
he is able to carry on a conversation with his prospective 
customer. A good advertising man ought to be a successful 
writer of sales letters. Sometimes, therefore, it is a good plan 
for an export manager to draft such letters in consultation and 
cooperation with the advertising manager. The views of the 
latter, usually strictly limited to the domestic field, may be 
modified or developed by the export managet’s knowledge 
of conditions in the export trade. 

As the first basis for an export sales letter an extended 
draft is desirable covering every conceivable detail of the busi- 
ness involved. The sales letter must not only convey an 
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effective sales appeal but it must give every scrap of informa- 
tion necessary. The foreign correspondent should not be 
involved in the necessity of, writing back, ‘‘I do not understand” 
or ‘‘Please explain what you mean,’’ if he is interested suffi- 
ciently to give the subject matter of the letter so much atten- 
tion. Theoretically, the first draft of the letter should be 
complete down to the most minute detail, but it is curious to 
see how often really essential features are forgotten, how later 
thought results in reminders of omissions and the develop- 
ment of new and effective inspirational phrases. In the first 
instance, the proposed letter should be talked out at length. 
The stenographer’s notes may run to twenty or a hundred 
typewritten pages. The great thing is to get the whole subject 
in black and white in order to consider it in detail. The first 
draft may then be liberally blue-penciled, boiled down, and 
rewritten. The resulting copy may then be put away in the 
office safe to get cold for a week or two; taken out, again revised 
and pruned, new features added, and a fresh draft prepared. 
This process may be repeated indefinitely until at length what 
is believed to be the most effective letter possible is finished, 
paragraph by paragraph, including all that is necessary, with 
the strongest arguments and sales appeal. 

Sometimes it is difficult for a salesman to tell just how he 
succeeds in procuring-orders. In such instances, itis nota bad 
plan for the export manager: and a successful salesman of the 
house to have a conference, with a stenographer sitting by. 
The export. manager assumes the role of a possible but reluc- 
tant customer and he forces the salesman to sell him his goods, 
the whole conversation being reproduced in the stenographer’s 
notebook. The result usually is that in the course of a 
desultory and often inconsequential interview there will almost 
always be found two or three or a larger number of basic, force- 
ful facts and arguments which must on no account be 
omitted from the sales letters that the export manager wishes 
to write. That letter will have to take the place of the spoken 
word and the personal persuasion of the best and most success- 
ful salesman of the house, were it possible for him to visit the 
foreign concern to which the letter is addressed. If the 
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salesman merely presents his business card to the prospect it 
may happen, but probably in rare instances, that a prospect 
might say, “‘Won’t you come in and tell me your story?” 
If the export sales letter merely says, ‘‘We make such-and- 
such merchandise. Our prices are so-and-so. We shall be 
glad to have your orders to which we shall give our best 
attention. Yours truly,” an occasional order may result, but 
in neither case is this the way to secure the most or the largest 
orders possible. 

Individuality of the Product to Be Emphasized.—In a sales 
letter of maximum efficiency the prospective customer addressed 
must be inspired to believe that the merchandise offered is 
something that, for one reason or another he must try, at least 
in an experimental way. It would appear, therefore, that 
the first great consideration in preparing a sales letter is the 
individualizing of the article to be offered and the effective 
presentation of its strongest and most appealing sales argu- 
ments. 

Merchandise made by one manufacturer may be dif- 
ferentiated from that made by another, any article from other 
competing or similar articles, in many differént ways. In 
one way or another the prospective customer in a foreign 
country to whom goods are presented by letter in the effort to 
develop his interest and secure his orders, must be made to 
think that the goods offered him, no matter what their 
description, are a little different from anything of the sort he 
has known or handled before and embody qualities or character- 
istics of some sort that make them desirable. If the offer is 
of something that is an entire novelty, then the prospect must 
be made to see the profit involved in buying and selling it. 
The product of any manufacturer is almost always ‘‘dif- 
ferent” in some respects from similar articles produced by 
another manufacturer. That difference may be, should be, 
emphasized. ‘There is little effectiveness merely in presenting 
identically the same product as that offered by competitors. 
Even the inducement of very much lower prices is not always 
effective in the case of far-distant overseas customers, who 
know nothing at all about the reputation and the abilities of 
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the manufacturer who offers them such prices, and may be 
skeptical as to the desirability of the cheaper goods. 

The most effective sales arguments are those which bring 
out emphatically those qualities of the merchandise that have 
won trade and developed large business for the manufacturers. 
In what respect are goods an improvement over previously 
known goods of similar description? If high priced, why? 
If prices are low, how secured without loss of quality? Are 
certain desirable: features or qualities secured by special 
methods of mantifacture, perhaps the invention of the maker, 
peculiar to him and not possible for his competitors to utilize? 
Does a machine produce more work in less time, or do better 
work? Innumerable arguments are possible and are habit- 
ually used by salesmen as differentiating the goods they offer 
from all other goods, and these arguments must by no means 
be forgotten; in fact, they should be made the most striking 
features of letters intended to enlist the attention, develop 
the interest, and persuade the orders of customers in foreign 
markets. The goods offered should be “different.” They 
should not be commonplace nor identically the same as some 
other goods. | 

In not a few instances a good deal of educational work is 
called for, especially when an article has made a place for itself 
in the home trade as answering a new demand or attaining an 
end in a way a little different from old practices. In such 
cases traders and users in other countries of the world have 
to be shown, persuaded, and taught. This is often true in 
the home market, but the fact is sometimes forgotten because 
accepted as a matter of course at home. New ideas are 
always susceptible of development in all markets, for every- 
where there exist enterprising and aggressive merchants 
who are keenly anxious to get something novel that it seems 
worth while taking up and pushing. 

There may be so much to say about qualities or character- 
istics of merchandise offered to prospective buyers, or it may be 
so highly technical in character that it is difficult to include it 
in an ordinary letter, at least in the fashion in which it seems 
that such sales arguments ought to be presented. When this 
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is the case, it is quite possible merely to recapitulate in the 
letter two or three of the strongest and most impressive sales 
arguments regarding an article and refer pointedly to accom- 
panying printed matter in which the fully detailed description 
and argument may be set out. Thus, if one writes in his 
letter that this article or product has this, that, and the other 
appealing qualities, he may say it in sucha way as to provoke 
the reader’s curiosity and he may add, ‘‘See paragraph 2in the 
enclosed circular, which we have marked with blue pencil.” 
The hope, of course, is that the interest of the reader will be 
sufficiently provoked to cause him to read the full printed 
description. 

Use of References in Foreign Sales Letters.—A great many 
manufacturers and exporters feel that it is often desirable to 
quote in their letters references to prominent users or buyers 
of the merchandise offered in those letters. It may be remarked 
on this score that references to purely domestic customers are 
not always effective when a prospective foreign buyer is 
approached. No matter how large and important thecustomer 
may be in the home market, his very name may be unknown 
to the foreign prospect to whom offers are made. Furthermore, 
the fact that an article or a product is largely used at home 
does not always persuade a foreign prospect that it can be 
used in his country. Whenever possible, therefore, the argu- 
ment should be that the commodity offered not only has been 
highly successful at home but has developed similar success in 
other parts of the world, and references to customers already 
established in foreign countries may appeal convincingly to 
prospective customers in other foreign markets. If it can 
be said that a commodity is achieving a great deal of success 
in the Argentine Republic, where it is handled by certain 
named houses of importance in Buenos Aires, then a sales 
letter addressed to a possible or prospective buyer in Chile 
should carry a good deal of force, because the Chilean prospect 
may be expected to believe that if these goods are satisfactory 
in Argentina, they may be equally so in Chile. 

This idea may be carried still farther. In principle, every 
foreign shipment ought to be regarded as a “sample” and 


184 THE EXPORT EXECUTIVE 


utilized for the further development of trade in the same market. 
If no exclusive distributor of goods has been established in 
that market, then a shipment to one merchant should imme- 
diately provoke an effort to develop trade with other merchants 
in the same market. It goes without saying that any shrewd 
exporter ‘follows through’ his shipments, does not simply 
dispatch the goods and forget all about them. He considers it 
of the greatest importance to learn how his customer is satis- 
fied and he endeavors to build up the larger trade of that 
customer. If he finds that a shipment to a customer in a new 
market is satisfactory to that customer, it may sometimes be 
well worth while mentioning that fact specifically in letters 
to other similar houses in the same market. This, of course, 
applies to merchandise that can be sold to many competing 
houses in the same country or city without arousing opposition 
or jealousy on the part of competing merchants. Even when 
a sole distributor has the exclusive rights to an article or a line 
of merchandise for a certain territory, his possession of a 
stock of goods, the actual existence in the market of tangible 
specimens of the goods in question, is the strongest possible 
basis for sales arguments addressed to other buyers of goods in 
the same market (if desirable so to do) and in neighboring 
markets. As has already been pointed out, a new line of 
merchandise may sometimes be introduced in a foreign market 
by direct sales to small retail dealers, sales of insignificance 
in themselves, which may be manipulated to create and 
develop the interest of the large wholesale importers whose 
trade is that chiefly sought. This again is a case of utilizing 
the actual, tangible specimens of the goods that are on the 
ground, available for inspection as samples, highly desirable 
in building up the larger wholesale business. 

Another kind of references may here require mention. 
References to actual and especially to satisfied buyers of goods 
are useful, but it may be assumed that a prospective customer 
would like to know something about the hitherto unheard of 
manufacturer who offers him goods and solicits his orders. 
No matter how good the merchandise offered may be, there is 
frequently the question in an importer’s mind as to the 
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importance and the character of the concern that offers to 
supply that merchandise. In most general first letters a pass- 
ing word in this regard is all that is usually required. The age 
of the concern, if it is not a new one, and its banking 
references, these are what chiefly impress business houses in 
other lands. Banking references are the only ones desirable, 
never American commercial agencies or local authorities no 
matter how widely known here at home, and banks should 
be those internationally known and recognized, preferably in 
New York, not any country institutions. Merely a dignified 
statement that the correspondents addressed will doubtless be 
interested in knowing who and what the writers of the letter 
may be and it is therefore suggested that their bankers are so- 
and-so is quite sufficient for general purposes. 

When, however, the export executive wishes to make an 
especially hard drive for the trade of some one foreign prospect 
that is the very best to be had in his market or is otherwise 
peculiarly desirable, then something more may be done to 
assure the prospect that the concern offering him goods and 
urging him to buy is of high commercial standing. The export 
executive may arrange through his own bank to have a report 
on his own house forwarded by that bank to its corresponding 
bank in the very city where his foreign prospect does business. 
Then he may write to that prospect that such-and-such 
a bank in his city has information about his house that is 
available without delay or formality, which will convince the 
prospect that he will be dealing with a house of desirable 
character. It must not be forgotten that large foreign import- 
ers may be quite as exacting regarding the manufacturers with 
whom they do business as the manufacturers may be about 
their customers. 

Psychology in Export Letter Writing.—The psychology of 
the arrangement of sales letters deserves more than a passing 
reference. In a letter addressed to a possible or a desirable 
prospective buyer, initiated by the seller without solicitation, 
the fashion of introducing oneself in the opening paragraph 
may have a great deal to do with the effectiveness of the letter, 
may make for its success or its failure. If the introduction 
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can be accomplished in some sort of personal way it is probable 
that the whole letter will be read with an interest that might 
otherwise be lacking. It is possible a great deal oftener than 
most people suspect, to secure or devise such a personal intro- 
duction. We have already noted the great importance of 
consultation and cooperation with other manufacturers and 
exporters, of the desirability of talking over markets with 
returning traveling salesmen. From such sources a great deal 
is to be learned as to the personnel in a given industry in any 
special market.~ 

When it is possible to write to a possible buyer of certain 
merchandise in that market that one’s neighbors, Messrs. So- 
and-So, American manufacturers who already do business with 
that buyer, have recommended the writer of the present letter 
to offer his line, then the personal relation is at once established. 
The writer of the letter is introduced by a mutual friend or 
acquaintance. This can be accomplished even when names 
are secured only from traveling salesmen representing other 
manufacturers, who have visited a market, and even when the 
salesmen have not done any business with the foreign house 
thus approached in correspondence, or do their own business 
by preference with some other, perhaps a competing local 
house in that foreign market. Even then it is possible to write 
that the address of the concern approached by the letter has 
been obtained from Mr. Brown representing Messrs. So-and- 
So, who has just returned from a trip to the foreign country, 
and who while he does his own business with another concern, 
especially recommends the people now addressed as the one 
house in that market most desirable as customers for the 
particular goods now offered. This again serves as a kind of 
personal introduction, at least is very much better than no 
introduction at all. In every instance the sales letter must 
be made to appear to be a personal and individual letter 
addressed especially and specifically to the one firm to which 
offers are made. Never should letters of this sort be allowed 
to carry the appearance of a general circular letter addressed 
indiscriminately to the trade in general. 

The effort should be made in the introductory paragraph 
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not only to create the personal contact just referred to, but to 
arouse the interest of the reader and to rivet his attention, 
impelling him to read the whole communication. What form 
this may take depends, of course, on the kind of merchandise 
to be offered, or some consideration peculiar to the writers of 
the letter and hence cannot be suggested in form applicable to 
all correspondence, since no such letters must be general in 
tone but essentially personal and _ individual. Glittering 
generalities are not likely to arouse interest or rivet attention. 
A specific striking statement will do so. 

The whole tone of a sales letter should be quiet and dignified 
yet forceful and decently assertive. The letter must never be 
hesitating or doubtful. The question should never be asked, 
can these goods be sold? It should be taken for granted that 
because the goods are sold in one market, or in other foreign 
markets, they will of course be salable in the market to which 
offers are made; that because they have qualities or character- 
istics that have won large trade and success elsewhere, the 
same qualities and characteristics will and must be recognized 
by the reader of the letter. 

Prices and Terms of Sale in Efficient Letters.—The prices 
for the goods offered should never come first in a sales letter. 
They should always come last, or toward the last. They may 
be made to appear as a factor of minor importance. The 
desirability of the goods, the possibilities of large sales or 
large profits, are the essential things. Once these arguments 
are presented forcefully and convincingly, the actual cost of 
the goods, while recognized as highly interesting, may be 
presented incidentally. The goods themselves should be 
regarded as worth what they cost, no matter what that 
cost is. 

In every instance price quotations should always be repre- 
sented as individual to the business house to which the special 
sales letter is addressed. The inference should be conveyed 
that the prices mentioned are offered for the sake of getting 
orders from the people addressed. They should not be 
allowed to appear as “regular” quotations or general ‘export 
prices.”’ If a printed price list is used, then there should be 
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discounts that may be “specially” quoted. Emphasis should 
be placed on the written offer. 

One of the commonest mistakes made by writers of export 
sales letters is the impression conveyed, usually unconsciously, 
that what the manufacturer or exporter chiefly seeks is to get 
the importer’s money. ‘This is the almost inevitable impres- 
sion if a sales letter starts out at once with any kind of a quota- 
tion of prices. The impression ought to be given that the order 
solicited is merely an incident, the necessary forerunner of the 
development of large and mutually profitable future business 
which is the sole thought and interest of the manufacturer or 
exporter who thus attempts to initiate business relations. 

Similarly, the quotation of terms, which is always a delicate 
matter, can be managed diplomatically as easily as crudely 
or in an offensive or irritating fashion. As explained later on, 
it is usually advisable to make only cash terms with new 
customers, or in the case of first transactions, but cannot such 
terms be made otherwise than, ‘‘Our terms are cash with order ?”’ 
If nothing more, will it not be a good plan to add an expression 
to the effect that with the development of acquaintance and 
the growth of the large future business that is anticipated, it 
is the hope of those making the present offer that it will be 
possible, as it will be their pleasure, to offer in the future 
especially liberal terms and conditions? In any case, it is 
worth spending two or three typewritten lines of the letter in 
polite phrases, possibly indicating that if the prospective 
customer so wishes, orders may be transmitted through export 
commission houses in the United States which the customers 
may prefer to patronize, or banker’s confirmed credits may be 
opened which amply protect the customer’s as well as the 
shipper’s interests, since both parties to the transaction know 
that payments for invoices are safeguarded and will be made 
by bankers only against proof of actual shipment of the goods in 
the form of a steamship bill of lading. This detail will be 
better understood later, when ways of shipping and of financ- 
ing are examined. The point here emphasized is that the 
impression in the letters should be one of good will and a desire 
to make business relations as easy and agreeable as possible, 


GETTING EXPORT BUSINESS 189 
x“ 
stepping stones to large future trade. This feature of the 
letter, like that of the quotation of prices, should follow all 
sales arguments, never precede them. 

In their anxiety to establish their goods in a foreign market 
and their wish to secure orders, it too often happens that 
manufacturers think it desirable in such sales letters as those 
now under consideration to offer to give to the foreign concern 
addressed the exclusive rights to their goods, if only that house 
will place an order at once. Such offers of exclusive rights, like 
any purely gratuitous offers, are not likely to encourage the 
very serious interest of a really important foreign prospect. 
Moreover, unsolicited offers of this sort are undignified and 
they belittle the importance of the agency thus thrown at the 
heads of the foreign correspondents. The worth of the goods, 
their desirability, the value of the sole agency, are all seriously 
impaired by such a totally uncalled for offer. It would seem 
entirely obvious that no prospective buyer of real importance 
will be in the least interested in securing the exclusive control 
of a line until he has actually seen the goods themselves, and 
probably not until he has had at least a little experience in 
selling the goods and is able to form an idea as to the probable 
trade that he can develop in them. This question of exclusive 
control should, therefore, if contemplated at all, be handled in 
another way. It may be remarked in a general sales letter 
that the writer of that letter is not represented exclusively in 
the reader’s market and that after the goods themselves have 
been tried in a practical way it will be agreeable to the writer 
to discuss with the reader proposals for exclusive control, to be 
arranged on mutually satisfactory terms should it seem to the 
reader desirable so to do, but that first of all, it is of course, 
necessary that a trial be made of the goods offered. 

Offering Samples in Foreign Sales Letters.—Sample offers 
are often desirable and a very effective addition to export sales 
letters. The effort, as we have just seen, should be to induce 
the foreign correspondent to see and try the goods, which 
usually can be accomplished only through the placing of 
actualorders. The impression should always be conveyed that 
it is not so much the initial order that is sought but the large 
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development of future business relations. By sample orders 
may be meant not only limited quantities of a special article, 
or small assortments of a number of different articles, but they 
may mean the purchase of a single machine, or anything in a 
limited way, as contrasted with the large regular stock orders 
that are anticipated with the development of trade. The 
essential thing is to get actual, tangible specimens of the goods 
themselves into the hands of foreign customers, after which 
reliance should he placed for the development of business in large 
volume, not alone on the interest of the importer abroad in the 
intrinsic merits and advantages of the articles and the profit to 
be found in handling or using them, but on active, aggressive 
further efforts on the part of the seller and exporter to build up 
business. 

It is quite possible easily to submit samples of many small 
articles to prospective foreign customers by means of the 
parcel post and otherwise. It is sometimes possible to accom- 
pany sales letters with small samples without making any 
charge for them, but even if such samples are of insignificant 
cost individually, yet when hundreds and thousands of them 
are distributed the aggregate cost may be considerable. Then, 
too, it is to be remembered that samples sent without solicita- 
tion do not always inspire the most serious consideration; 
again, if the sample has any value at all, no matter if a free 
gift, import duties will have to be paid on it by the foreign 
correspondent to whom it is addressed. Accordingly unless 
that sample from a description received or some other cause 
commends itself to the mind of the recipient, he is not always 
certain to pay the import duties and withdraw the sample from 
the custom house. The best way, therefore, if it is possible 
to submit small samples free of charge, is to make an offer 
in the sales letter to send samples if the prospects addressed will 
express their interest in receiving them. 

In most cases the effort of sales letters will be to develop 
sample orders of sufficient volume to make possible an actual 
and worth-while trial of business by the new customer in the 
article proposed. Sometimes it is believed desirable to offer 
especially low prices for the purpose of inducing such sample 
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quantify orders. In most cases the manufacturer or exporter 
cannot afford to do so but must get full prices, no matter 
whether sample or large quantities are ordered. The advan- 
tage of offering what appears to be a very low price lies in the 
sales appeal that such an offer may be supposed to have. There 
is a disadvantage, however, in offering less than regular prices, 
in that the customer may be impressed with the idea that the 
lower “‘special sample offers” are really the manufacturer’s 
regular prices and that future business can be done on that 
basis. Furthermore, since samples should be intended to 
demonstrate the possibilities of doing regular business, then 
the experiment ought to be carried out on a normal basis, both 
goods and prices representing the merchandise and the trade in 
it as normally to be expected. When manufacturers offer 
varying prices for the same goods, dependent upon quantities 
ordered, then it may frequently be desirable for the manu- 
facturer to propose sample orders for limited quantities at 
prices usually accorded only for orders in large quantities. 
So doing adds the appeal of the low costs of samples without 
detracting from their actual worth, at the same time establish- 
ing the normal basis on which future business can be 
developed. 

_ Often, indeed usually, it will be found desirable to offer 
certain suggestions in sales letters as to how best to order 
samples, what samples, what quantities, etc. Specific sug- 
gestions is much better than general inspiration. If a 
manufacturer who writes sales letters of this sort makes a 
variety of goods, then certain special articles may be pointed 
out as peculiarly suitable for the market of the correspondent 
to whom the letter is addressed, or as having proved especially 
popular in certain other markets. Suggestions may be made 
for sample assortments of different articles. In all cases the 
suggestion may be made as to quantities desirable or necessary 
as samples in order to prove the merits or desirability of goods, 
and often a specified assortment may be suggested with state- 
ment of the total cost. If limited samples can be forwarded 
by parcel post, in no matter how many packages, this method 
should be followed, because then it is very much easier 
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for the manufacturer or exporter to offer his prices with 
charges paid through to the custom house of his“ prospect. 
Always with sample orders as well as with regular business, 
the effort should be made to'make buying easy for the customer. 

A Follow-Up Letter Campaign.—The dispatch of one sales 
letter only is not always all that is necessary in the promotion 
of new foreign trade connections. It is usually desirable to 
formulate a complete correspondence campaign. For this 
purpose there shoyld be not only the carefully devised initial 
letter, but one, two, three, or even four follow-up letters. The 
objects of the ‘“‘follow-ups’”’ are not only to increase or re- 
awaken the interest of the persons addressed in the original 
proposition made to them, but to guard against possible losses 
of letters in the mails; further, to put before the foreign pros- 
pects new and different arguments in case those first advanced 
have failed of effect. The question of how many follow-ups 
it is desirable to utilize in a sales-letter campaign is one that 
depends primarily, perhaps, on the versatility of the letter 
writer. If he has a good many things of interest to say and 
finds it easy to say them in an interesting way, then a number 
of different letters may be utilized. But it should be under- 
stood that a point may be reached when repeated letters 
addressed to some one who has not the smallest interest in the 
propositions made to him may be regarded as a nuisance and 
more likely to antagonize than attract. 

Follow-up sales letters should be scheduled for dispatch at 
suitable intervals with a full appreciation of the delays insepar- 
able from carrying on foreign correspondence. It is nothing 
less than silly to write to a correspondent in Shanghai that no 
reply has been received to a letter dated ten days earlier. A 
careful computation should be made as to the mail time required 
in transit to and from each market with which correspondence 
is carried on. Allowance must be made for comparative 
infrequency of the sailings of mail steamers, for the ensuing 
delays in dispatch of the original letter and dispatch of any 
reply from abroad, as well as for a reasonable period to be 
taken up by a busy foreign merchant in consideration of 
propositions made to him and determination as to his reply. 
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In view of all these things, an office tickler, or reminder, 
as to when a follow-up letter should be dispatched should 
be prepared each time that a foreign letter is written. 

The nature and the character of the several follow-up sales 
letters will naturally vary according to the merchandise 
offered and the disposition of the manufacturer or exporter 
utilizing this means of establishing business connections. 
One of the essential things always to be remembered is that 
each letter must be differentiated from all others. It must 
broach new arguments or present new points of view, since it is 
indited on the theory the previous letters have not carried the 
right sort of appeal to influence the mind of the prospect 
addressed. Sometimes it may be possible to present different 
articles in the different letters, one letter referring perhaps to 
the general line including all articles, and succeeding or follow- 
up letters being each devoted to the particular characteristics 
and desirability of one special article only, and referring merely 
incidentally to the fact that other articles are also manu- 
factured. Sometimes the first follow-up may be an exception 
to thisrule. One adroit letter writer is accustomed to making 
his first follow-up read something like this: ‘‘Please refer to 
our letter of January 10. We have been disappointed in not 
yet receiving your reply, for we felt certain that you would 
consider the second paragraph in that letter as important. 
Possibly our letter may have been lost in the mails. We 
accordingly enclose a copy of that letter asking your special 
attention to the pafagraphs noted in blue pencil on the margin.” 
This is expected to bring the whole original proposition again 
under the consideration of the foreign prospect, especially as 
one of the things which has to be remembered in attempting 
the development of foreign trade by correspondence is the 
varying mental attitude certain to be found among people 
situated many days or weeks distant, with whom the exchange 
of communications, especially of several follow-up sales letters, 
may cover months of time. The disposition of the prospect 
today may be quite different from his disposition of two 
months ago, or local trade or other conditions may be entirely 
dissimilar at the two dates. 
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Personal Appeal of the Individualized Letter.—Again we 
have to repeat that export sales letters must in all cases be indi- 
vidually and specially addressed. Printed circulars, or cheaply 
and crudely produced mimeographed, facsimile or other proc- 
essed letters, are very far from being efficient means of export 
sales development. Such circulars addressed ‘‘Dear Friend”’ to 
a person who never heard of you are not effective means of 
reaching the interested attention of large and rich importing 
houses in other countries. Yet such salutations sometimes 
disgrace American intelligence. Foreign sales letters should 
be sent in sealed envelopes. Penny-saving devices may cost 
far more in the loss of possible business than the small econ- 
omies effected in postage expenses. 

Individually typewritten letters are preferable to the best 
facsimiles ever produced, for no matter how carefully the 
matching of the name and address with the body of the letter 
may be done, yet one who examines carefully is always able to 
distinguish between the facsimile and the letter written by 
machine, and if the facsimile is recognized the fact is at once 
established that the letter received is not an individual letter 
but is only one of a hundred or several hundred, whose very 
numbers have made necessary the cheap form of production. 
It is somewhat cheaper, when considerable numbers of identical 
letters are to be written, to employ automatic typewriters, 
which produce work identical with that of the hand-operated 
machines, and such letters answer every purpose as well as the 
individually typed letters. The essential thing is not to lose 
the individual personal appeal to each foreign prospect whose 
patronage is sought. 

Replies to Inquiries About Goods.—The discussion thus far 
has covered only export sales letters addressed without 
solicitation, on the initiative of the manufacturer or exporter who 
thus seeks to make new trade connections. Every such con- 
cern is sure to receive with more or less frequency inquiries about 
its goods from business houses of one description or another 
in foreign countries, requests for catalogs and quotations of 
prices, offers of agency representation, ete. The same theories 
apply to the composition of letters replying to such inquiries as 
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have been outlined in the preceding pages as applying to 
unsolicited letters. These letters of reply must be first of all 
sales letters. Frequently the disposition is to regard an 
inquiry as indicating that an order is about to be placed. This 
by no means necessarily follows. The inquiry may be made 
purely from curiosity or it may be from a desire to compare 
descriptions and prices with those of somewhat similar goods 
of other origin. Very likely, even when an order for a certain 
commodity is actually in prospect, the intending purchaser 
addresses not one manufacturer only but a dozen or twenty 
manufacturers of the same commodity, perhaps in different 
countries, for the purpose of comparing offers that are made in 
reply. 

It is a very serious mistake for any one manufacturer to 
assume as a matter of course that an inquiry addressed to him 
is the only one that has been made and that all he has to do is 
to send a printed description of his wares, quote prices, and 
say: “Shall be pleased to receive your orders.’’ He should 
take the other position. He should expect that he must ‘‘sell’’ 
his goods in each and every instance. He should welcome the 
opportunity to sell afforded by the inquiry received. He 
should argue that if several competitors offer their goods in 
reply to the same inquiry, the order is pretty sure to be placed 
with that manufacturer who best knows how to present his 
goods and argue their desirability. The manufacturer must 
further recognize the fact that by the time his reply reaches 
theforeign house making the inquiry along time may have 
elapsed, the inquirer’s interest may have weakened or failed 
altogether, conditions may have changed, or demand ceased. 
The manufacturer’s reply to the inquiry should be devised, 
therefore, to reawaken interest and create enthusiasm. In so 
doing he will follow precisely the lines laid down as governing 
effective sales letters of any description. 

Some reply to every inquiry that is received ought always to 
be made, even if, for any reason, it is not desired to secure an 
order from the foreign house making inquiry, or to accept any 
propositions that may have been made. An inquiry is an 
expression of interest. The foreigner who writes for 
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information ought to be made to feel that his interest is justi- 
fied and that the merchandise about which he has inquired 
has unusual and distinctive merits. He should be made to feel, 
too, that the manufacturer or the exporter whom he has 
addressed is likely to be a very fine house to do business with. 
If there are reasons that prevent accepting any business that 
might be proffered from a certain foreign market or from a 
special inquirer in that market, still the expense of writing a 
letter and buying a postage stamp for a reply is more than 
compensated by the opportunity to do some of the most 
effective advertising possible. There is not the least harm in 
impressing all sorts of people, above all those who have shown 
an actual interest, with the peculiar qualities and the special 
desirability of the merchandise in which their interest has 
been shown. 

Replies to Applications From Agents.—Applications from 
commission agents who wish to represent a line of goods as 
sales agents only, are among those most frequently received 
from abroad. Sometimes a manufacturer is disposed to make 
light of such applications, because on the face of it, it seems 
absurd for an agent to seek the exclusive representation of 
goods which he has never seen and about which he knows 
nothing. It may be considered, however, that agents of this 
sort are often eagerly looking for new lines that they think 
they may be able to sell with more or less profit, and the 
applications they send to previously unknown manufacturers 
may bein the nature of “try outs,” to determine later whether 
the merchandise may or may not prove desirable, in any 
event to start negotiations and perhaps head off some other 
agent. As weshallsee ina later chapter it is usually necessary 
to “‘sell’” the best and highest class commission agent, often 
with even more effort than is required in selling goods to an 
actual buyer or merchant. But all applications of any sort 
deserve some kind of answer, even if for no more than the 
purpose of impressing the desirability of merchandise and 
embracing the advertising opportunity just described. 
This opportunity may be easily developed in the case of 
agents through the natural reply to these applicants requiring 
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referencés before any serious consideration can be given to an 
exclusive agency arrangement. 

Letters Attempting to Adjust Complaints.—The harmoniz- 
ing of differences with customers or agents who have to be 
handled by letter inevitably involves great delicacy and 
diplomacy. In any large business there are bound now and 
then to arise complaints, disputes, claims for rebates on one 
ground or another, requests for indulgences as to payments, 
sundry differences which may be most irritating but which 
perhaps might be settled in a wholly friendly fashion in a ten- 
minute interview if it were possible for the two parties so to get 
together. But the customer is far away and it is difficult to 
understand thoroughly his point of view and visualize his dis- 
position. The troubles to be considered may often seem to the 
manufacturer or exporter quite unfounded and provoked by 
nothing more than a wish to take advantage. Sometimes they 
are so, but the manufacturer must remember that he has every- 
thing to lose and nothing to gain by manifesting an attitude 
that may possibly be quite unjust and unwarranted. He 
should, first of all, be governed by a more liberal disposition 
and be charitable enough to consider that the foreign customer 
may after all have right on his side, and probably will also be 
willing to take a similar position toward the manufacturer, 
if the latter’s claims are honestly founded. Apart from this 
disposition, however, the manufacturer will do well to make a 
comparison of what he has to gain and what to lose through 
the careless or offensive treatment of his customer’s complaints. 
In most instances he is at the mercy of his customer and will 
probably escape most cheaply if he adjusts, or at least com- 
promises, differences with the latter in a generous and invari- 
ably a highly diplomatic fashion. 

Inspirational Letters.—Correspondence in support of agents, 
inspiring them, urging them, encouraging them, and letters 
of similar character to established customers, friendly letters 
and letters teaching how best to get results, giving cooperation 
and service, are of the highest importance in developing busi- 
ness in far distant lands. . Such letters are treated in detail in 
Chapter XVIII under Modern Sales Methods in Exporting. 


CHAPTER XII 


DIRECT EXPORTING—EXPORT CATALOGS 
AND ADVERTISING 


Importance of Catalogs.—Catalogs are something more than 
“of great impertance’’ in the development of export trade. 
In almost every industry they are vital to success. By catalog 
is meant any sort of printed description or illustration or what 
is often referred to as ‘‘business literature,’’ that will serve to 
enlighten far-distant correspondents in other countries as to 
the character, description, and appearance of the merchandise 
that is offered. Possibly more than one-half of the catalogs 
used by American manufacturers for foreign distribution are 
failures; that is to say, they lack in efficiency for the purpose 
for which they are utilized. This happens because so many 
manufacturers fail to visualize the situation. A catalog for 
the development of export trade ought to be a great deal more 
of a ‘“‘salesman” than is sometimes necessary in the catalog 
used here at home. It must be relied upon to serve not only 
as a reference for what is made, and sizes and technical 
details, but asa thorough and adequate description of the goods 
that are listed, that will introduce them to people who have 
never seen them and cannot see them until they spend money 
in purchasing them. Hence, a good deal more than a dry 
technical description of the articles manufactured is called for; 
and the necessity for accurate, detailed, and vivid description 
is increased by the fact that cuts of one article may look pre- 
cisely like cuts of another article of quite different quality and 
somewhat different description. In the preceding chapter were 
discussed some features that should distinguish export sales 
correspondence. Since much more can be said in print than 
in any ordinary typewritten letter, it follows that it will be 
advantageous to expand the sales.appeal in the catalog or 
printed circular and there develop more fully the description 
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of the characteristics and the advantages of the merchandise. 
In other words, the export catalog must serve a double purpose. 
It must be suitable for filing and reference purposes, and it 
must be inspiring asa silent salesman. It will be used for both 
purposes. Catalogs will be kept on the shelves of regular 
customers; they will also be used in considerable or in large 
quantities as adjuncts to sales letters addressed to prospective 
customers in other countries; that is, to persons who apply for 
information, or to persons whom it is hoped to enlist as possible 

customers. ; 
Physical Characteristics of an Export Catalog.—In the first 
- place, the export catalog should preferably be of a size suitable 
for enclosure in the same envelope with the sales letter, because 
probably the greater number of catalogs will be used in the 
solicitation of trade. There isan obvious advantage in having 
the catalog arrive in the hands of the prospect at the same 
moment that the letter soliciting the prospect’s trade arrives. 
Perhaps it does not much matter in the domestic trade if a 
catalog arrives by the next following mail or a day or two days 
later than the letter does; but, in cultivating foreign business, 
if a letter catches one steamer and a catalog under a separate 
cover fails to catch that same steamer, it may be delayed a week 
or two weeks and the letter arriving so much earlier in the 
hands of the prospect is entirely forgotten by the time the 
catalog reaches him a week or two weeks afterwards. It is 
on this account particularly, as well as on grounds of economy, 
that some large manufacturers produce two different kinds of 
export catalogs, one a large, elaborate, perhaps expensive, book 
for permanent filing on regular customers’ shelves; the other, a 
smaller, less costly catalog for general distribution and use in 
soliciting new customers. Similarly, some manufacturers 
utilize loose-leaf catalogs for export purposes; but this presup- 
poses a genuine live interest on the part of the people who 
receive the catalogs and their intention to retain the catalog 
permanently. While this may be the fact with old-established 
customers, yet the loose-leaf device is not worth while with 
catalogs intended for the miscellaneous solicitation of new busi- 
ness, because the majority of the people to whom such catalogs 
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are sent cannot be expected to have a real or perma- 
nent interest until they have actually established business 
relations. ‘ 

The printing of the éxport catalog ought always to be 
creditable and worthy of the high reputation that the United 
States have achieved in all branches of advertising art. Both 
paper and typographical display should be worthy of the house, 
since it appeals to rich buyers in other countries. Questions of 
the initial expense are a minor consideration, yet care must be 
taken to bring*the export catalog within the weight limits of 
foreign postal regulations. It may be just as easy to select a 
paper that, when manufactured into a catalog, will go abroad 
at five cents as at ten cents. While extravagance is not to be 
advocated, yet penuriousness in the preparation of the export 
catalog, at least that which will immediately appear as poor 
and cheap, is by all means to be avoided, 

Make-Up of the Catalog.—If the fact is borne in mind that 
the export catalog must usually serve as a silent salesman, cer- 
tain advices regarding its make-up at once suggest themselves. 
In a great many current export catalogs, brief printed terms of 
sales appear first of all, at the very front. They should come 
last, or as a supplement, if mentioned in the catalog at all, 
since the catalog utilized for sales purposes is almost invariably 
accompanied by a letter which can put the terms of sale much 
more personally and diplomatically than can any printed list. 
Since the export catalog is to be regarded as to a predominant 
extent a silent salesman for the goods it displays to people 
abroad, who may very likely never have heard either of the 
goods themselves or the manufacturer who presents them, it 
would seem good policy to begin the catalog pages with a 
description of the house which manufactures the goods, fol- 
lowed perhaps by references to the plant in which the goods 
are made. In subsequent pages follow item by item the 
enumeration of the goods that are manufactured and offered for 
sale. After these pages may come, if desirable, a statement of 
the export terms of sale and even tables of prices and discounts, 
although on this point something more will be said later. 
Then there may follow a brief, condensed cable code offering 
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facilities to foreign correspondents to make reference to and 
to order by cable goods listed in the catalog . 

The Introduction to an Export Catalog.—The desirability 
of introducing the manufacturer of the goods listed in the 
catalog has been mentioned. It is well to remember that the 
biggest corporation in the world is not known even by name 
to some people in foreign countries who might buy that 
corporation’s products. Smaller manufacturers cannot expect 
that everybody they address knows all about them or even has 
ever heard of their existence. Moreover, the best and most 
desirable prospective customers in foreign markets are rather 
particular about the suppliers whom they patronize. Almost 
without exception they have had some unfortunate experiences 
in experimenting with new goods from unknown manufacturers. 
Besides that, the mere advertising advantages of presenting 
facts about the house itself which offers its goods are desirable 
in catalogs or anywhere else, and those facts may be so 
presented as to convert readers to the desirability of the 
productions of the house. - Therefore, a page or two of the 
history of the manufacturer may be well worth while and will 
naturally be the more effective if the house is an old one with a 
long record of achievement here at home, and even more 
effective, if facts can be presented regarding its achievements 
in foreign markets. The advantage of age and experience in a 
business concern carries a good deal of weight in other parts 
of the world, while its financial stability may also in brief but 
dignified fashion be sufficiently indicated. 

The introduction of the catalog should be designed to develop 
the interest of the prospect in the manufacturing concern itself 
as well as its products. Hence, there may follow a description 
of the factory or plant which may be illustrated, but the 
common cuts of exteriors of buildings mean little because in 
all world markets it is understood that it is perfectly possible 
to reproduce wash drawings of what a manufacturer hopes his 
factory will some day look like, and, therefore, pictures of 
tremendous factory plants are often discounted as probably 
exaggerated. On the other hand, interior views of factory 
operations showing machinery and perhaps long lines of 
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operators at work, may be impressive and carry conviction, but 
especially effective sales arguments may be developed in this 
introduction to the catalog around the special methods 
employed in this factory, its inventions or its secret processes, 
its large, intricate or specially devised machinery, or its auto- 
matic devices that produce results not otherwise possible and 
not available to any other manufacturers. Even the most 
commonplace of factories can easily be individualized and illus- 
trated in such a'way as to differentiate the factory and its 
products from Competitors and be made to impress the reader 
of the catalog with the idea that here is a manufacturer who 
produces something a little different or a little better which it 
is worth while considering. A gossipy story along these lines 
will interest the export prospect, starting in by gaining his 
attention and holding his interest throughout. A small romance 
can be woven around almost any manufacturing plant, because 
each one of them has at least a few characteristics that are 
individual to it. 

Description of the Goods.—The main part of the catalog is 
naturally devoted to a description of the products that are 
offered for sale. Each article ought always to be illustrated 
and in such fashion as to show exactly what it is and, if 
possible, how it is used. For example, there are some parts 
of machinery which may be illustrated both by themselves 
and in the position that they occupy in a machine, but, in the 
latter case, the part itself should stand out in bold relief, in 
heavy black ink, while the machine or apparatus of which 
it forms only a part is merely sketched. 

One of the important things to remember in export-catalog 
descriptions of goods themselves is the necessity for the use of 
terms that are known all the world around and are not merely 
local Americanisms. Since terms for the same article differ 
in different countries, it is best to make the description some- 
what elaborate. Nothing is gained by abbreviation or by 
epitomes. It is far better to give a full, accurate, and exact 
description. Here too is an opportunity for effective sales 
talk about each article, why and how it is made as it is and why 
it is desirable. Here is the opportunity mentioned in the 
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beginning of this chapter to expand the sales talk in the catalog 
and develop fully the description of the characteristics and 
the advantages of the merchandise, and this can be done 
much more fully in print than in a typewritten letter. 

There are certain features that also should characterize the 
export catalog. Under each article that is described, there 
should be code words applying first to each article and then to 
each size of each article and each variation in it, for use in cable 
correspondence not only in placing orders but in making 
general reference to articles: Then under each article should 
be shown how it is packed for export, what quantities are 
usually or most advantageously packed together, with a state- 
ment of the weights and cubic measurements of the standard 
packages as usually shipped for export. It is always to be 
remembered that the foreign customer is not interested so 
much in the price of goods f.o.b. factory as he is in the problem 
of what those goods will cost him landed in his own country; 
and every detail should be given that will assist him in calculat- 
ing such costs. Furthermore, descriptions of the goods should 
be in foreign rather than in American terms. It is not the 
American gallon that is used in other countries of the world but 
the English or imperial gallon, quart and pint, which are one- 
fifth larger than the American; it is not the American ton of 
2,000 pounds that is customary in other countries, but the gross 
ton of 2,240 pounds and “‘cwt.’’ does not mean 100 pounds but 
112 pounds. Then, too, weights and measurements should be 
quoted not only in English terms but also in metric terms. 

Conclusion of Catalog.—In the concluding pages of the 
export catalog there may come sundry information designed to 
be of benefit or enlightenment to foreign readers. There may 
be a table of the weights and measurements of the standard 
export packages, if a statement in this regard has not appeared 
in immediate connection with the description of each article. 
There may be an abbreviated private cable code containing 
phrases suitable for personal correspondence in regard to 
orders and general business for the manufacturer’s products. 
Finally, here is the place for price list and discounts, if it is 
deemed desirable to put anything of the sort in printed form. 
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List prices ought properly to be printed in connection with 
each article; but they always ought to be liberal prices subject 
to discounts, because no ane can tell into whose hands catalogs 
may fall. If discounts are printed in the catalog, even then 
they ought not to be the manufacturer’s extreme discounts 
and the best principle is to avoid putting anything of the sort 
in printed form. A separate and distinct, specially written 
discount sheet or discounts quoted in a personal letter accom- 
panying the catalog, are far more effective. So far as terms of 
sale are concerned, the main point is to state definitely exactly 
where the quoted prices cover delivery of goods, whether 
f.o.b. factory or f.o.b. steamer and, if the former, then to give 
some idea of what it will cost the prospective customer to get 
the goods on board steamer. Credit terms, if mentioned at all, 
can be named in only one way, that is, to provide for pay- 
ment before shipment of the goods. Asa matter of fact, there 
is little reason for printing anything of this sort. The same 
sort of thing can be put in far more diplomatic form in an 
accompanying letter. 

There should, however, appear certain clauses modifying 
the manufacturer’s responsibilities. It is wise to state in the 
catalog, as in all offers made by letter or otherwise, that the 
manufacturer cannot hold himself responsible in case of strikes, 
fires, or acts of God, and that all prices quoted are guaranteed 
only for a certain length of time or until otherwise advised; 
that all goods voyage for the account and risk of customers after 
delivery by the manufacturer at the specified point and that the 
manufacturer shall not be held responsible for any special pack- 
ing or special invoice descriptions, or customs declarations that 
may be required by certain markets of the world, unless the 
customer has specifically instructed the manufacturer exactly 
how to proceed. 

Translations into Foreign Languages.—Letters and catalogs 
alike ought, whenever possible, to be addressed to foreign 
customers and prospects in the latter’s own language, or at 
least in that one of the great commercial languages of the 
world which the people abroad habitually or by preference 
employ. The great commercial languages of the world are 
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English, Spanish, French, and German. Portuguese is 
important for Portugal, Portuguese colonies, and Brazil 
chiefly because of the jealousy of these peoples in regard to their 
own language. It is not always necessary to write letters in 
Italian, Danish or Swedish, because important business houses 
in Italy, Denmark, Norway or Sweden, are almost invariably 
able to carry on correspondence intelligently in one of the great 
commercial languages, as are the polyglot people of Holland. 
So also it is not necessary to contemplate the use of Russian, 
Greek, Arabic, Chinese or Japanese, in either correspondence or 
catalogs when intended for large importing houses in countries 
understood to speak these languages. Their correspondence, 
so far as international trade is concerned, is conducted in one 
of the world’s great languages. The local languages are only 
necessary when an approach is made to the petty retailer or 
to the ultimate consumer, and in such cases letters or printed 
matter are always composed and distributed with the advice 
and cooperation of large local customers, distributors or agents, 
familiar with international business. 

Any foreign-trade correspondence, written or printed, must 
be translated with a good deal of care and so far as possible by 
persons who not only have a thorough knowledge of the lan- 
guage to be employed but also know about the merchandise to 
be described. Amusing, indeed highly ridiculous, mistakes are 
possible from amateur translators. It will be profitable to 
pay the ordinary charges of a professional translator rather 
than get the job done free of charge by thestudent. Mistakes 
which in conversation pass unnoticed, or are indulged with a 
smile, may be a serious matter when reproduced in black and 
white, and when it is not possible to make immediate correction. 

The export executive of a large enterprise will have one or 
more translators permanently in his employ. Some of them 
may do two or more languages more or less satisfactorily, but 
the executive who cannot employ his own translators will find no 
lack of public translators available offering their services for 
reasonable rates, usually per one hundred words. So impor- 
tant is the desirability of making sales appeals to foreign pros- 
pects in the language which each best understands and appre- 
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ciates and so vital is the necessity of exact, mutual understand- 
ings in the transaction of business, that the customer’s 
language ought always to be employed; that is, language which 
he customarily uses in international correspondence, with 
which he is, therefore, thoroughly familiar, and no mistakes 
of translators can be tolerated. 

Dispatch of Catalogs in Large Numbers.—Catalogs in 
quantities ought not to be included in shipments of merchandise 
to actual customers unless specifically requested by them. 
There are always import duties to be paid on advertising 
matter of any description, which the customer may not be half 
so anxious to receive as the manufacturer may be to send it. 
If packed with the merchandise itself, advertising matter 
may, in some countries, subject the merchandise in the same 
case to a considerably higher rate of duty than would otherwise 
be imposed, since duties are sometimes, chiefly in Latin 
American countries, levied.on the gross weight of the package 
and are based on the item in the package which carries the 
highest rate of duty. Again, some customers, especially indent 
merchants, may wish to distribute the merchandise in unopened, 
original cases directly to their local customers and may prefer 
that the manufacturer’s advertising material be omitted in 
such instances. On all of these accounts, advertising matter in 
quantity should be shipped with the merchandise only when 
it is known that so doing will be mutually agreeable. 

The export executive will do well to remember that, before 
sending any considerable number of catalogs even by mail to 
Australia, he should seek advices as to so doing. At the 
present writing, if more than a few copies of a given catalog are 
received by the same mail in Australia, although addressed 
singly to different correspondents, an import duty is charged 
on each copy. Hence, if the catalogs have not been requested 
from the manufacturer by the Australian firms to which they 
are addressed, those business houses will be quite likely to 
refuse to accept them and pay duties on them. Similar 
regulations formerly affected catalogs mailed to the Union of 
South Africa, but have now been abolished. In both cases the 
intent has been to protect native printing industries. How- 
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ever, it is possible to prepay the duties on catalogs forwarded 
to Australia. Special duty-paid stamps may be obtained from 
the representative of the Australian Customs in New York 
City, who will advise regarding the value of the stamps neces- 
sary to prepay the duty on a catalog of a stated weight, and 
stamps obtained from him may be affixed to the catalog 
envelopes along with the regular postage stamps. 

Uses of Other Printed Matter in Export Selling.—Sundry 
kinds of printed matter may be most advantageously utilized 
by the manufacturer or exporter both in the securing of . 
initial orders and the development of future business. Small 
cards or “envelope stuffers’ may present an engraving or 
reproduction of a photograph of an article and say a good 
deal more about it than the writer of the accompanying letter 
would have space to say in the letter itself. Such advertising 
material is especially useful with follow-up letters. It may 
refer to an article specially described in the letter itself, or the 
letter may be relied upon to present one article and the 
enclosed printed matter to attract attention to quite a different 
article. The enclosure may be in the nature of an addition to 
a catalog previously sent, but it seems doubtful whether in 
such cases, pages intended for addition to a loose-leaf catalog, 
for example, may always secure the desired result. 

Market letters or house organs may be highly desirable 
in developing trade with customers and relations with agents 
abroad as indicated in Chapter XVIII. Greeting cards are 
always effective, but should be prepared with a knowledge of 
different customs in other countries of the world. For example, 
Christmas cards are not useful in any Latin countries, where 
New Year’s is the holiday largely observed. Christmas is not 
celebrated as we celebrate it in any except Anglo-Saxon 
and Teutonic countries. 

Advertising to Promote Export Trade.—There are two 
kinds of advertising to develop business in foreign markets, 
which are often confused but ought to be clearly differentiated. 
There is the advertising to secure agents or new customers in 
foreign markets, and there is quite another kind of advertising 
designed to assist in developing foreign markets, to help 
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established trade relations to do a larger business. Emphasis 
is placed by most writers on the subject on the necessity for an 
American manufacturer to advertise in foreign countries 
‘‘just as he does here at Home in the United States.’”’ It goes 
without saying that this is a highly desirable means of develop- 
ing business in the manufacturer’s products, of helping local 
merchants and dealers to increase their business in those 
products, but first of all the goods must be on the market. 
First of all, the manufacturer must secure distribution in that 
market. To atlvertise goods in local media with the intention 
of promoting large consumer demand, before ever those goods 
are available on the shelves of retail dealers where consumers 
can get them, is an obvious absurdity. When the merchandise 
has been introduced and can be purchased by the consumer 
when he has been impelled to ask for it, then local advertising 
may be just as important a factor in building up the local trade 
as it is believed to be in this country. 

How that local advertising shall be managed is a problem 
about which the opinions of export advertising men differ. 
Whole books have been written about it. Whether it is better 
for the manufacturer’s home advertising manager to take full 
charge of placing advertisements in foreign newspapers and 
magazines, or on foreign billboards or electric signs, or whether 
it is better to entrust that task to one of theadvertising agencies 
here in the United States which specialize in foreign advertis- 
ing, or, on the other hand, whether it is better to allow agents 
or distributors in foreign countries to advertise the manu- 
facturer’s goods for him and at his expense, are questions about 
which sundry advertising experts have sundry ideas and various 
manufacturers have had varying experiences. The majority 
of export opinions seem to favor handling the foreign advertis- 
ing from the United States, but, in this connection, an extensive 
knowledge of the papers in foreign countries, of the desirable 
media most suitable for each line, and even of the colloquial- 
isms used in foreign localities, is most necessary. In principle, 
mutual collaboration between manufacturer and local agent 
or distributor is highly desirable, but the local agents, if they 
are entrusted with placing local advertising, must be guided 
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and directed by the manufacturer, and their efforts must be 
carefully and continuously checked by him—a proceeding 
that is not always easy. 

Another form of advertising is that devised in the attempt 
to secure foreign agents, wholesalers, distributors or retail 
customers. This attempt may be made either in the pages of 
some of the export journals published in the United States, 
by advertising in local trade papers in foreign countries where 
there exist any such publications, or by direct correspondence 
with houses in the markets abroad which it is desired to enter 
and where desirable houses are known. Advertising in export 
trade journals of the United States may be found advantageous, 
if copy is intelligently prepared. It must be specifically 
designed to bring inquiries, not for general publicity. These 
publications are general trade papers reaching all sorts of 
business men in the countries where they are circulated. 
Most of the circulation is free and occasional copies are received 
by machinery dealers, grocery dealers, dry goods dealers, and 
so on, in the countries to which they are addressed. The 
advertising is valuable because now and then inquiries pro- 
voked by an attractive article intelligently announced will be 
received from large and desirable prospective customers, yet 
. itis foolish to deny that the great bulk of the inquiries received 
come from the smaller, insignificant and undesirable business 
people abroad. Therefore, all letters of inquiry thus provoked 
must be subject to careful scrutiny and receive answers each 
according to its deserts. 

Advertising in trade papers in other countries of the world 
may be desirable and satisfactory, when good papers of that 
description are to be found, but they by no means exist every- 
where or cover all branches of industry. Some countries have 
very good trade papers, quite the equal of the trade papers of 
the United States. In many other countries there are no trade 
papers worthy of notice. 

Trade papers published in other countries of the world may 
be used, and perhaps are most advantageously to be used, for 
general trade publicity, in which respect they differ from export 
journals published in the United States. Advertising in these 
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foreign trade papers is wholly comparable to advertising in 
American trade papers, which is usually for general publicity 
only. For the purpose of securing agents or making arrange- 
ments for one exclusive distributor in a foreign market, this 
advertising is apt to result rather expensively. 

The main purpose of the kind of advertising here under 
consideration is to make new business connections, and is 
usually contemplated by the beginner in export business, or 
by the exporter who has not made the most desirable business 
connections in a considerable number of foreign markets. For 
this purpose the export executive has a choice between using 
the export journals of general description and appeal published 
in the United States, and of undertaking to develop business _ 
through correspondence addressed directly to desirable foreign 
connections. His advertising copy should not be written with 
a direct appeal to ‘‘agents’’;, first, because the term “‘agent”’ is 
differently understood in other countries than here at home, and, 
secondly, because the very purpose of the argument should be 
to draw out just as many letters of inquiry as possible among 
which to choose and select. This applies whether the adver- 
tiser intends to establish in each foreign market one sole agent 
or wholesale distributor or expects to sell as many goods as 
possible to every one who can beinterested. The primary pur- . 
pose of many manufacturers is, in most cases at least, to find 
the one best available, exclusive connection in a given foreign 
market. This is probably the greatest, as it is often the initial, 
problem of the export executive. A large, experienced exporter 
once said to the present author that he would give ten thousand 
dollars to any one who would get three good agents for him in 
the Dominican Republic. 


CHAPTER XIII 


DIRECT EXPORTING—SELLING THROUGH 
TRAVELING SALESMEN 


Traveling Salesmen in Foreign Business.—Everybody 
acknowledges that the best way to sell goods anywhere, at home 
or abroad, is by the personal presentation of samples of the 
goods and endeavor to induce the placing of orders by word of 
mouth argument and persuasion. Traveling salesmen of 
one sort or another are as thoroughly desirable in cultivating 
trade in other countries of the world as in our own. The 
world’s markets, however, are so many, each of the principal 
ones so important, many of them separated from us by such 
distances, that it is practically an impossibility for any manu- 
facturer or exporter to cultivate all of them all the time by 
means of traveling salesmen. Such salesmen: should be 
employed whenever and as often as possible. It requires 
comparatively little time and no very serious expense for an 
American house to dispatch a representative now and then to 
Mexico, Cuba or Porto Rico. 

But there are two kinds of foreign traveling salesmen. 
There are those who are sent abroad to spy out new markets, 
establish trade where no trade or but very little trade has 
been started. There are others who are utilized in repeated 
trips to the same territory for the development of trade that 
they have already established. There are comparatively few 
American houses that regularly employ the second type of 
traveling salesman, that is, who season after season or year 
after year send a traveling salesman regularly to stated foreign 
territories. There are a great many American manufacturers 
who now and then send out a traveling salesman to start 
trade in anew territory or to pay an occasional visit of encourage- 
ment and inspiration to customers already established in 
certain markets. Sometimes special traveling men are engaged 
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by the export executive for such tasks. Sometimes it is the 
export executive himself who makes occasional foreign trips, 
which he finds of inestimable advantage to himself, not 
only for the development of actual business, but because of 
the better insight he thus gains into foreign ways of doing 
business and the points of view in his foreign customers, to 
say nothing of the creation of the personal relation between 
seller and buyer, which is always of the greatest possible 
advantage. Unless, however, the export executive looks on 
foreign trips a8 an essential part of export trade development 
and of his own development, the desirability of an occasional 
foreign journey may be made the excuse for a mere vacation 
ora pleasant jaunt. When this happens,the export executive’s 
attention is only half, or less than half, devoted to business, 
and that sometimes in a half-hearted way. One visit may 
be made to a new market and never repeated, another market 
being chosen ‘for the next excursion. Even this sort of trip 
is better than none at all, but the really adequate cultivation 
of desirable and important markets demands more serious 
consideration. ; 

The same may be said in regard to men whom the export 
executive may employ to make foreign selling trips, for all such 
trips are primarily for the purpose of selling, even if in a 
majority of cases a salesman is sent abroad to explore virgin 
markets, establish such connections as may be possible, and 
report upon the markets. But here must be emphasized 
what will be recurred’ to a little later, the necessity for the 
selection of men of much higher grade for traveling representa- 
tives in foreign markets than are required for every-day selling 
in purely domestic markets. The practice among our manu- 
facturers is much too common of sending abroad poorly paid, 
thoroughly discreditable traveling men. The representative of 
the manufacturer when traveling in foreign countries is, for 
the time being, in the eyes of the business houses abroad to 
whom he presents himself, the manufacturer himself. 

Traveling abroad on business is not at all like the summer 
vacation trips that crowd Paris and Switzerland during the 
season with thousands of American pleasure seekers. Travel- 
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ing on business is not only a serious matter, but not infrequently 
a disagreeable if not a trying experience. The American 
who insists upon a room with bath in the hotels where he stops 
will not find it, at least in only a few of the best and most 
expensive hotels in a limited number of the biggest cities. 
Much more likely he will discover, if he travels in Latin 
America, that he will be “chucked” into a room with four or 
five other men and he will not be at all pleased with the hotel’s 
cleanliness and sanitary arrangements. He may often have 
to travel where sundry diseases are rampant, smallpox, yellow 
fever, bubonic plague, and so on. A good constitution and 
sound health are, therefore, desirable qualities in the repre- 
sentative who must travel abroad. To offset these dis- 
advantages, there are notable attractions about foreign business 
trips. There is not only the pleasure and excitement found in 
visiting strange countries and in general sightseeing, but there 
is a real pleasure and satisfaction in meeting and coming to 
know rather well the peoples of other countries, their habits 
and modes of life, their intellectual and their commercial 
viewpoints. 

Qualifications Desirable in Foreign-Traveling Salesmen. 
What sort of salesman should be chosen for the cultivation 
and development of important foreign markets? The 
attraction of traveling in foreign lands appeals strongly to 
almost everybody. Obviously, the mere wish to travel around 
the world is not a qualification for a salesman; the man seeking 
an opportunity for such an engagement must present quite 
other and very real claims to consideration. The essential 
characteristic of a salesman for a foreign country as well as for 
any other kind of salesman is the ability to sell, and that 
ability is usually developed by experience. Therefore, some 
selling experience and success at home may very well be con- 
sidered indispensable qualifications in the man to be chosen to 
sell goods abroad, but some men may be successful as sales- 
men at home who ought not to be chosen for foreign work. 
The bounder, the loud-mouthed, the braggart, the crude and 
vulgar man, may be successful at home, but the salesman 
who visits foreign countries finds, as the principal and most 
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desirable prospective customers, large houses of wide and 
cosmopolitan experience in international trading who are 
instinctively repelled by\the provinciality and vulgarity of a 
certain type of salesman whose mannerisms, even if most 
unpleasant, may be tolerated or excused by customers at home. 

The traveling salesman who is to cultivate trade in foreign 
countries may, like the domestic traveler, be expected to know 
a good deal about the goods which he is to sell. It is certainly 
necessary for hin to have a general idea of how the goods are 
made and what enters into their composition. However, it is 
a curious fact that a born salesman sometimes proves equally 
successful at one period with a line of hardware and a year or 
two later with a line of boots and shoes. The ability to get 
orders will not always depend on an intimate technical 
knowledge of the goods sold. The salesman must, however, 
understand the strong selling arguments connected with his 
special line, and when he works in foreign fields he must have a 
natural adaptability to be able quickly to take advantage of 
distinctions existing between his own goods and somewhat 
similar goods, manufactured perhaps in other countries, with 
which he may find himself in competition. A certain amount 
of factory training may be desirable for the foreign-traveling 
salesman, but even more important is it for him to learn if 
possible of the peculiar characteristics of his goods which dif- 
ferentiate them from others and which the better adapt them to 
the consideration of buyers in foreign countries. Something 
in this regard can often be learned through consultation with 
other manufacturers, competing or non-competing, who have 
had experience in visiting or at least in doing business with the 
foreign markets to be cultivated. 

An adequate knowledge of the language that is spoken in 
the foreign market where an attempt is to be made to develop 
business is most highly desirable, indeed from many points of 
view is almost essential. Yet, this consideration should not 
impel a manufacturer to engage a man as foreign traveler 
merely because he speaks fluently the language required. The 
ability to sell goods far outweighs the advantage of a knowledge 
of languages. If, however, the foreign traveler knows no 
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other language than his own, he ought to have an instinct for 
languages, that is, the ability quickly to acquire at least a 
smattering of the language of the people among whom he is to 
work. It is difficult to see how a foreign traveler can com- 
fortably do business among people in another language unless 
he has this instinct for languages. He will, of course, find 
many large houses everywhere with whom he is able to talk 
in his own language and it is possible for him to employ inter- 
preters, although doing business through them is both irritat- 
ing and discouraging. The training of a man to be foreign 
traveling representative ought to include a course of study in 
the language of the people whom he is to visit. An elementary 
knowledge of that language will be of a good deal of help, but 
carrying on an elaborate conversation, above all persuading 
the prospect to place orders, involves a good deal more 
thorough and intimate acquaintance with the language than 
is ever to be gained from schools alone. The elementary 
knowledge of a foreign language will serve only as a stepping- 
stone. The ability to do business in that language will come 
with experience, for which the traveler’s employer must make 
up his mind to pay, when he is satisfied that he has found the 
man qualified in all other respects to represent him as foreign 
traveler. 

Other qualifications highly desirable in the man chosen to 
sell goods and develop trade in a foreign country include a 
generally broad education and innate culture and refinement. 
The salesman who is to appeal to leading merchants, usually 
men of a good deal of local prominence accustomed to meet 
and deal with the best representatives of all countries, should 
be able to meet these prospective customers on terms of equality; 
he may very likely be called upon to meet them socially as well 
asina business way. The salesman ought to be weil informed 
not only regarding general international questions but he 
ought to know a good deal about the history of the country 
that he is visiting, its politics of the present day, even its 
art and its literature. The salesman visiting Italy may be 
impressed by the frequent recurrence, in cities which he visits, 
of streets called Carducci and may be prompted by curiosity to 
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inquire how it happens that this is so popular a name for 
streets. It ought to be distinctly humiliating to him to be met 
with a stare of surprise accompanying the information that 
Giosué Carducci was one Of the most popular modern poets of 
Italy. It is commonly remarked that business in a good many 
countries of the world proceeds in leisurely fashion and is 
accompanied by a good many social attentions, if the visiting 
foreigner is of the right sort, that is, if he is acceptable per- 
sonally. There.is almost certain to be a good deal of café life. 
There may be*invitations to clubs and even to customers’ 
homes, all of which will be of distinct business advantage to 
the visiting salesman. 

The salesman’s equipment, therefore, should consist of — 
selling ability, a good deal of knowledge of the wares that he is 
attempting to introduce, at least a smattering of the language 
of the people among whom he is to work, personal culture, 
and a good education; and, combined with all these, it goes 
without saying, he must also understand thoroughly the way 
in which export business is carried on, how goods are shipped, 
how they are paid for, what an ocean bill of lading means, and 
what marine insurance is. 

Confidence to Be Placed in the Traveling Salesman.—The 
responsibility of the foreign traveling salesman is considerable. 
He cannot be subjected to the petty control sometimes exer- 
cised over domestic salesmen. He is thrown into a distant 
market among conditions that are altogether unlike any home 
conditions, forced day after day to meet emergencies or prob- 
lems that he cannot and ought not to be asked to refer back to 
his principals at home. No traveler ought ever to be sent to 
any foreign market unless his house is willing to put the most 
implicit confidence in him, trust him to meet his problems from 
his own good judgment as best as he can, be satisfied with 
results accomplished and refrain from criticism, or, in the 
contrary case, simply call the man home or drop him on the 
conclusion of his trip. Whatever he does on that trip should 
absolutely bind his house. 

The traveling salesman who visits foreign markets should 
assume and should be entrusted with every responsibility. 
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He is, or should be, the authorized representative of his 
principals, and should have authority to make contracts that 
his house at home will accept, without quibbling, as definitely 
binding it. Todoanything else is for the house to suffer intoler- 
able loss of prestige among foreign prospects. Phrases on 
order blanks or in other papers to the effect that ‘all orders or 
contracts are subject to the approval’”’ of the home office, are 
more or less meaningless in foreign trading, besides detracting 
seriously from the dignity and standing both of the salesman 
and his house. If it is believed necessary to limit the powers of 
the salesman to make contracts in the firm’s name which that 
firm will religiously abide by—and, as will be shown, an order 
is a contract—then the firm may rigorously instruct the sales- 
man that when anything unusual is in question the salesman 
must confer by cable with the home office and obtain authority 
in each specific case of such nature. Few things are more 
detrimental to the reputation of an exporter than repudiation 
by the home house of orders—that is, contracts—entered 
into on its behalf by authorized representatives, or those who 
are regarded as authorized because they present themselves as 
factory representatives. If the representative is not of the 
sort to be trusted with such responsibilities, he should never be 
sent into other countries of the world. 

The authority given the representative should be complete 
as well as detailed and specific. It should be backed by letters 
of authority and powers of attorney from his principals; he 
should carry with him every obtainable means of identifica- 
tion, and evidences of the importance and character of the 
house that he represents, including certificates of chambers of 
commerce, bank letters, etc. 

If it is true that no manufacturer ought ever to send a 
traveling salesman to foreign countries unless he can trust him 
absolutely and is willing to stand behind any arrangements 
that he makes, then it follows that the responsibility of the 
traveler to his principals in the United States is equally heavy. 
Above all things, the orders that he takes must be definite, 
specific, and precise, they must be not only clear but positive. 
Furthermore, it is not only his own good name and his own 
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reputation that he has to maintain, but also even more espe- 
cially it is the name and reputation of the firm that he repre- 
sents. That this is not an easy thing to do in traveling through 
a good many sections of the world is one more argument for 
the imperative necessity of selecting the right traveling man 
in the first instance. 

Traveling Salesmen as Judges of Credits.—As a matter of 
fact, it is the traveling salesman who should be trusted by his 
firm to determine the credit standing of actual and of pros- 
pective customers while he is in the foreign field. In most cases 
it is an absurdity to subject orders taken by the salesman in 
person to the scrutiny and approval of the office credit manager 
at home. No traveling salesman ought ever to be sent abroad. 
who is not competent to investigate and to judge the credit of 
the people from whom he accepts orders and judge it in far 
more intelligent fashion than is possible to the far-distant 
credit manager. The latter is very sure to argue that a sales- 
man cannot be a good credit man, since his interests are pri- 
marily in getting orders, and that he is quite sure to sacrifice 
safety in credit to the attractiveness of his order book. Here 
again is an argument for the judicious selection of the foreign 
travelers. If the salesman is of the right type, he will never 
enter the doors of a possible customer before he knows all 
about that prospect and has determined on just what terms 
he is prepared to sell the prospect, if he is able to sell at all. 
The traveling salesman’s investigations made locally among 
local banks, local reporting agencies, by inquiries of other 
business houses, and among local agents who sell the trade, 
should, when combined, compared, and harmonized, make up 
more elaborate and satisfactory information than the credit 
manager in the United States will ever be likely to gather 
together. The salesman’s reports, which he is expected to 
make as a matter of course, as to the results of the investiga- 
gations that he makes, ought to be accepted as the very best 
possible indication of a customer’s responsibility and standing 
and of the comparative desirability of the other business houses 
in the same market, who may sooner or later be wanted or be 
secured as customers. 
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Incidents have been known when manufacturers have com- 
pelled their foreign traveling salesmen to cable back the name 
of each customer secured and the amount of that customer’s 
order, to be passed upon by the home credit manager at the 
factory. This is simply to stultify any self-respecting traveling 
salesman. The excuse is that the credit manager at the factory 
may know much more about the customer than the salesman 
can learn locally, that the credit manager knows or can obtain 
the experience that other American manufacturers have had 
with that customer. The answer is, that the salesman should 
know all that the credit manager knows or can in any way 
learn about every possible customer in every market the sales- 
man is going to visit, before he starts away from the United 
States. Certainly it is inconceivable that any salesman should 
start out to visit any market whatsoever, from Oklahoma to 
Egypt, without knowing quite well where he is going and what 
he is likely to find when he gets there. Moreover, if the 
salesman when he reaches a foreign market obtains all the 
reports regarding his local prospects, which have just been 
mentioned, and especially if he secures opinions not from one 
only but from several of the principal local banks, he is bound 
to learn what is practically as good as the ledger experiences of 
American manufacturers in doing business with a given foreign 
concern, namely, whether or not that foreign concern is 
accustomed to or has ever been guilty of dishonoring its drafts 
and acceptances. A goodly part of this training and equip- 
ment of the foreign traveler is evidently the duty of the export 
executive. 

Foreign Travelers’ Expenses and Compensations.—Travel- 
ing expenses cannot be closely analyzed or criticized by the 
home office because there is absolutely no standard, and con- 
ditions are constantly changing. In the home trade, a house 
may expect its traveling man to patronize a certain class of 
hotels and may have a very clear idea as to what normal day- 
by-day expenses may be, as customary in a particular trade 
or with a certain grade of traveler. A good deal more is 
probably expected in foreign countries of the traveling sales- 
man who arrives from a distant country. He is expected to 
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maintain more dignity, to put up at the best hotels or at least 
at hotels of high standing, and to maintain quarters that are 
comfortable if not luxurious. He will probably be called 
upon to spend more money in entertaining than would a similar 
traveler at home; for one reason, because he is introducing 
himself to large and rich houses accustomed, when entertain- 
ment is accepted, to entertainment on a rather elaborate scale. 
Then, too, there are always incidental expenses unknown at 
home, suchas landing samples, clearing them through the cus- 
tom house, perhaps paying duties on them, possibly the 
exchange of many cablegrams, in some countries heavy pay- 
ments for salesmen’s licenses. 

As for the compensation of foreign traveling salesmen, 
since none but men of the highest caliber should ever be - 
selected, it naturally follows that their compensation must be 
commensurate with their ability. The expenses of a first-class 
man are not likely to be much, if any, heavier than those of the 
second or third rate man. . Hence, because expenses are likely 
to be as large as the salary, a difference of one thousand dollars 
or two or even three thousand dollars, a year in salary is not a 
really serious matter, provided the export executive is first of 
all satisfied that he is getting the man he wants, with all of the 
characteristics and abilities that are desirable. Some export 
executives make a distinction in the salaries paid to traveling 
men who are expected to enter and develop virgin markets, 
and those who are employed regularly for frequent trips to 
markets that havealready been developed,which are now merely 
to be further cultivated. These export executives favor 
combining a salary and a commission basis for the salesmen 
regularly and periodically sent to markets already under culti- 
vation, which they ‘‘drum’”’ as a domestic traveler drums the 
State of Ohio, but they pay a fixed and larger salary to the 
man who sets out to explore undeveloped markets. There 
are, however, astonishingly few American houses that employ 
salesmen to travel regularly in stated foreign markets season 
after season, and when such cases exist, the theory is that such 
a salesman’s pay should be scientifically based and depend on 
the volume of business secured or the profits in it, in strict 
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accord with the recognized principles of business. On the 
other hand, the “‘explorer’’ is not expected to show enough 
actual business on the first trip he makes to new markets to 
establish any such basis, since most of the actual orders he 
secures will be small and in the nature of trial orders. Hence, 
this man, the “explorer,” should receive a straight salary irre- 
spective of the actual returns expected from his trip. It is, of 
course, acknowledged that actual returns in dollars and cents 
from his trips are not the criterion of his success, because it is 
hoped that results from the openings he has secured will follow 
through many years in the future. Asa matter of fact, these 
“explorers” should be of even higher type than the other 
sort of traveling salesman. Indeed, it is usually the export 
excutive himself who assumes the task of spying out new 
markets. 

Foreign Salesmen’s Licenses in Some Countries.— Licenses 
are required of foreign traveling salesmen in practically all of 
the Latin American republics, in Australia, New Zealand, and 
the Union of South Africa. They mayrange in cost from $50 to 
several hundreds of dollars for each territory. In some cases it 
is impossible to avoid the necessity of paying for such licenses, 
in others a little ingenuity may be exercised in dodging them. 
Foreign travelers seldom have any compunctions of conscience 
in the effort to escape payment for licenses, because they are 
generally regarded as a quite unjustified tax on the salesman 
from abroad, however they may be regarded as applying to 
locally resident salesmen. The method usually adopted by the 
visiting foreigner is to do his business locally through a resident 
agent of some description who already possesses the required 
license, the foreign salesman posing merely asa visitor. This 
presupposes either the establishment of a local agent before 
the arrival of the foreign salesman, or immediately after his 
arrival before any attempt to solicit orders is made; this 
arrangement may be somewhat awkward in some cases and 
must always be managed with discretion and judgment. It is 
a problem about which the export executive must seek the most 
reliable and most up-to-the-minute information before a sales- 
man is started for any of the markets in question. 
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Duties Payable on Samples.—Curiously enough, it seems 
quite often to be the case that manufacturers in sending out 
traveling men to foreign countries forget altogether that duties 
will have to be paid on the samples which they carry, in every 
foreign country which they enter. This applies no matter what 
the nature of the samples. The fact that a traveling salesman 
represents a line of boots and shoes and carries only one shoe 
each of each style, which is virtually unsalable anywhere because 
not accompanied by its mate, has no influence at all with the 
customs officials of the countries which the salesman visits; 
because those officials have no means of knowing that the 
mates to the samples will not similarly be introduced at some 
later time and thus form pairs of shoes that are salable; hence, 
the salesman must pay duty on the single specimens that he 
takes with him and probably duty on the assessed value of full 
pairs. Similar regulations are in effect in the United States 
just as in other countries. The payment of these duties can 
be avoided in a good many countries of the world, if the sales- 
man cares to put up a bond for the reexportation of the samples 
that he takes with him. In such cases it is often necessary to 
mar or deface the samples by marks of some sort, to identify 
them to the customs officials when they are reexported, and 
this procedure may utterly ruin the samples. Moreover, the 
process of recovering the bond may delay the salesman in idle- 
ness as much as a week or even two weeks when he is ready 
to leave a given market. This, therefore, is a matter into 
which the salesman must look rather carefully in order to 
determine whether it is better to pay the duties once for all and 
have done with it, or try to economize by recovering the amount 
of the duties without too heavy offsetting expenses. 

Market Advices and Reports by Salesmen.—One more 
reason that necessitates the selection of broad-gauge and 
high-class men as foreign traveling representatives is the fact 
that they should be relied upon for a good deal more than the 
mere soliciting and “procuring of orders. That salesman is 
emphatically derelict in his duty, unsatisfactory and ineffi- 
cient, who does not keep his home house thoroughly and intelli- 
gently informed regarding every aspect of business, actual and 
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prospective, in each and every country and city that he visits, 
or who leaves any market without arranging for future ade- 
quate attention to the logical further development of that 
market. 

_ Reports on the markets visited are likely to rank as the 
most important accomplishments of the foreign trip of the 
salesman. Orders actually secured are indeed desirable, to be 
sought and expected, but what is to be done in the market after 
the traveling man leaves it is more important. It must not 
be forgotten or left uncultivated, if the full benefits from the 
salesman’s visit are to be expected. The experience and the 
knowledge gained during his vist by the salesman must not be 
left to reside only in that salesman’s memory. They must be 
reduced to paper records for the benefit of the home house, 
even though the traveler must first be a salesman and only 
secondarily a clerk. The salesman himself may leave the 
employment of the house, or may never return home. Long 
before he returns, the home office should know as well as it can 
know all about the market visited; not only what has been done 
there, but what can be done or should be done next month or 
next year; not only who has placed orders, but who may perhaps 
be persuaded to place orders at some time in the future and 
how he may be persuaded; not only what goods have been 
found acceptable and purchased, but what other goods may in 
the future be sold, what modifications possible to the manu- 
facturer may be introduced to make goods salable or more 
popular, and what new goods might be produced that would 
seem to promise profitable sales. 

In addition to reports as to market conditions and prospects, - 
the salesman should provide the home office with full and 
intimate records of each and every business house in each town, 
to be transferred to the export manager’s card index, or Who’s 
Who (explained in Chapter XVIII). The export manager at 
home should know from such written reports, almost as well as 
the foreign traveler, every essential detail about every possible 
customer in each town. The foreign traveler must be depen- 
ded upon to send home his own impressions and all the informa- 
tion necessary to enlighten the export manager as to what 
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steps can be taken to get future business of each and every 
desirable connection. The export executive, for his part, 
must carefully study, assimilate, and record these reports. 

Salesmen’s Arrangements for Future Business.—Any 
foreign traveling salesman is a failure, no matter how large an 
actual business he may have transacted during his vist to a 
market, unless he leaves behind him arrangements of some sort 
for future development. He may or may not return to that 
market at sometime in thefuture; but evenif he is toreturnin six 
months’ time still the market should meanwhile be cultivated. 
The traveler may arrange for such cultivation by the export 
manager at the home office through correspondence or otherwise, 
as he may advise, or, in a good many cases he will have found it 
possible to appoint a local sales representative on a commission 
basis, a fashion of developing trade that will be more fully con- 
sidered in Chapter XVI. Whatever is done, the traveler must 
not simply drop intoa market and drop out again. The busi- 
ness done during his visit must be regarded only as the begin- 
ning of a larger future business, which may perhaps grow of 
itself, but is certain to grow if the traveler makes the necessary 
arrangements before he leaves. 

Salesmen Representing Combinations of Several Manu- 
facturers.—Traveling salesmen frequently present themselves 
to manufacturers urging them to join with other manufacturers 
in employing them for the development of foreign markets 
which a traveler plans, to visit in the interests of the several 
manufacturers whom he wishes to represent. The proposi- 
tion is a very old one and has frequently been tried, with vary- 
ing results. It appeals to the manufacturer, because it offers 
him a chance to present actual samples of his goods to pros- 
pective buyers in a foreign country through a person who 
seems to have at least a few qualifications as a salesman, and 
because of the considerable economy in the division of the 
somewhat heavy expenses among the several manufacturers 
joining in such a combination. | These advantages are unques- 
tionable, for the best way of selling goods is to go out in 
person and try to sell them. If five or if ten manufacturers 
unite in the employment of a traveling salesman, the expense 
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of that salesman’s trip to each manufacturer is only one-fifth or 
one-tenth of what the expense of a special traveling representa- 
tive would be. Whatever else may be said of combination 
efforts of this description, it seems probable that if the combina- 
tion foreign salesman is judged more or less competent after 
acquaintance and an investigation of his record, he is likely to 
get a little more business for the manufacturers whom he 
represents than they might otherwise obtain. Whether he 
will get enough business to cover the necessary cash advances 
toward his expenses is the speculation in which the manu- 
facturer indulges. 

There are certain criticisms to be made of these projects, 
that is, of the advisability of employing a combination sales- 
man for developing business in foreign markets. First among 
them may bea certain loss of dignity and importance by each of 
the different units among the manufacturers joining in the 
combination represented by the salesman. A prospective 
customer is not likely to consider a manufacturer, whose goods 
are incidentally presented along with goods from a number of 
other manufacturers, as equally large and important as the 
manufacturer who is represented exclusively by a salesman 
having no other interests. Amore serious criticism, however, is 
the consideration that these combination efforts do not always 
include the most desirable elements. The salesman in endeavor- 
ing to persuade the required number of manufacturers to give 
him their samples and pay a share of the traveling expenses 
has often to search long and far before he finds enough manu- 
facturers interested in his proposition to make it a feasible 
undertaking. He is often reduced to accepting the representa- 
tion of some manufacturers by no means of first importance, 
with whom perhaps other manufacturers might prefer not to 
be associated. Worse still, the combination foreign traveling 
salesman in comparatively few instances confines his lines to 
those which appeal to a single branch of trade. 

A combination sales effort is likely to be most effective as 
well as economical if it is directed along a single line. A sales- 
man may accept a combination of five or ten non-competing 
manufacturers of different kinds of hardware or of sundry 
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manufacturers of various articles selling to the grocery trade, 
or of several manufacturers of different kinds of boots and shoes 
to which he perhaps joins a manufacturer of shoe polishes. 
Such a salesman economizes time and effort in that when visiting 
a foreign market he need devote himself only to buyers of the 
special goods that he represents. Unfortunately, few of these 
combination sales efforts are thus restricted. The man 
attempting to engineer such a combination is likely to follow 
the line of least resistance, and if he finds it difficult to get 
together a combination of ten hardware manufacturers, each 
willing to pay a specified sum of money to have his samples 
carried for a given length of time to hardware buyers in certain 
foreign markets, he, inevitably after securing one or two hard-. 
ware lines, is tempted to take the samples of a shoe manufacturer, 
an automobile manufacturer and a hosiery manufacturer, if 
they happen to be more susceptible to his arguments and 
prove willing to advance their shares of his anticipated 
expenses. The result of such a miscellaneous combination is 
always the insufficient cultivation of a market. No matter 
how honest or how hard-working a traveling salesman may be, 
he finds it a physical impossibility to spend the necessary length 
of time in a large city to cultivate all of the desirable prospects 
there who are specialists, each in his own line—to cultivate all 
at the same time hardware buyers, boot and shoe buyers, and 
buyers of the other lines of which the salesman carries samples. 
The result is morally bound to be that the interests of some of 
the salesman’s principals are neglected. He instinctively 
turns his whole, or his main, attention to those special articles 
which the course of his experience shows him are most easily 
sold. 

This is probably one of the chief reasons why sales efforts 
through combination foreign traveling salesmen have seldom 
hitherto proved permanent arrangements, why one such 
excursion has seldom been followed by a second and third. 
Another reason may be that such combinations have often 
been arranged by amateurs without experience in selling any- 
where, usually without any knowledge of foreign trade, who 
have been inspired with a desire to see the world and have 
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thought this a good way of getting their expenses paid. The 
unintelligent composition of the combinations that have been 
made is a further reason. Certain it is, that many manu- 
facturers who have experimented with sales efforts of this sort 
are not disposed to make further trials with similar enterprises, 
and such schemes are nowadays rather difficult to engineer 
among manufacturers of experience, which means those who 
have the most desirable goods. 

There seems to be no good reason why such a combination 
sales effort of several manufacturers employing a single travel- 
ing man might not be satisfactory and profitable, provided 
the right salesman were chosen in the first place, and further 
provided that the lines represented were all suchas appeal to one 
single branch of trade, allowing the salesman to concentrate’ 
on buyers in one branch only—the hardware trade, or the 
automobile accessory trade, for instance. In such a case 
there ought to be notable economies in selling expenses, even 
though each individual manufacturer might suffer a slight 
loss of prestige or dignity because not personally represented. 

If any such combination foreign-sales effort be undertaken, 
the export executive should insist on receiving the full reports 
regarding each market and each actual and prospective buyer 
in each market. The combination traveling salesman should 
receive before he starts on his trip a certain amount of training 
in the plant and office of each manufacturer whose samples he 
is to carry. He should be expected to give as nearly as 
possible, at least proportionately, the same service as would 
be expected and required from the export executive’s own 
individual representative, were one to be chosen instead of the 
combination man. 


CHAPTER XIV 


DIRECT EXPORTING—ESTABLISHING OF BRANCH 
HOUSES ABROAD 


Conditions to Be Considered in Establishing Foreign 
Branches.—Intimately allied with the policy of developing 
export business through foreign traveling salesmen, often a 
development of that policy, are projects for the development 
of business through the establishment of branch houses or 
-permanently resident representatives of the home office in 
foreign markets. Projects of this sort appeal strongly to the 
imagination of the American manufacturer or exporter, per- 
haps even more strongly to his pride. A London or a Paris 
address looks well on his letterheads, and is sometimes believed 
to have a certain advertising value. Such arguments are often 
advanced by a certain class of advisers on export trade. They 
insist that the only way for an American manufacturer to 
develop trade in foreign countries is through his- own foreign 
branches, manned by Americans. Probably most manufac- 
turers consider that the question of profits should determine 
such establishments and are guided by circumstances in each 
individual case as to the right persons to man such establish- 
ments. F 

When Foreign Branches May Be Established.—The 
establishment of a branch house in a foreign market before any 
business has been secured there, will occur, probably, only in 
the case of very large concerns, when it is known that that 
market is a large and an important one for such goods as the 
manufacturer is in position to offer, and when thorough investi- 
gation on the ground proves that there are good chances for 
success there. Usually, however, a manufacturer defers even 
thought of a foreign branch of any description until his trade 
in a given market has been pretty well established and seems to 
promise favorable development through more intensive culti- 
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vation, or until limitations and handicaps develop in the other 
ways of cultivating that special market, which have previously 
been utilized and apparently are only to be overcome through 
direct representation there by the manufacturer’s own branch 
office. Export executives of very large industries may look 
forward to the ultimate establishment of branches at important 
commercial capitals abroad, but experiences are by no means 
iuniformly satisfactory or agreeable. When to establish foreign 
branches is a question to be determined not alone by the size 
of a possible market or by dissatisfaction with previous methods 
of cultivating that market, but also through a consideration 
of the complications involved. Some of the largest profes- 
sional export commission houses in New York have given up 
entirely their own foreign branches, declaring them not worth 
the annoyance and loss involved. On the other hand, a very 
large American company, which had never previously done 
any export business, plunged in with the immediate establish- 
ment of its own houses in London and Paris, and promptly 
succeeded in getting a considerable volume of business, a 
great deal more than any of the company’s competitors had 
ever managed to get through traveling salesmen or other 
methods employed to develop the business in the same 
countries. 

Management of Foreign Branches.—It is urged by some 
writers on export trade that Americans will never get their due 
share of foreign business until branches of our exporting houses 
are established abroad and Americans employed in them for 
the development of American business to the exclusion of 
foreigners. It is claimed that no one else can do our business 
so well as can Americans. This is a subject already discussed 
in Chapter I. Here it may be further said that the experi- 
ence of large American companies in manning their foreign 
branches. with Americans, attempting to eliminate, so far as 
possible at least, the foreign or native elements, does not bear 
out the claims of those who advise this course. More than 
one of the largest industries in the United States, beginning with 
a full complement of men from this country in their foreign 
branches, have changed their policies and now employ natives 
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almost exclusively, although usually under an American chief; 
perhaps, in very large branch offices, under two or three Ameri- 
cans. The point seems to be that these companies have found 
that men of the country where their foreign branches are 
located are so much more at home there, know and understand 
conditions, as well as the people, so much better than Americans 
ever can, that they are more satisfactory tools to work with, if 
they are instructed, inspired, and managed by one or two 
Americans at the head of these offices. It is a notable fact also 
that the largest branch of perhaps the most important export 
commission house in the United States is headed by a Spaniard. 
Contrast with this, however, the experience of a rival export 
commission house, who put an Englishman in charge of a new 
branch in a distant market, where that branch proved a fail- 
ure, whether on account of its management, or on some other 
account who can say? Indeed, the truth undoubtedly is 
that success or failure of a foreign branch depends as much as 
anything on the ability of the manager in charge, no matter of 
what nationality he may be. 

Kinds of Foreign Branches.—Branch houses in foreign 
markets may be of two kinds: (1) either strictly in the nature 
of a sales agency, or (2) operated as a local merchant with 
warehouse and stocks of goods. In either case the local branch 
may restrict its efforts exclusively to the development of busi- 
ness with wholesale dealers in the market where it is located, 
refusing to do any business directly with retailers, or it may 
aim to cut out the local wholesaler’s orders, supplant him, and 
do its business directly with the wholesaler’s local customers, 
itself taking the place of the wholesaler. It may sometimes be 
possible, not often probably, to do both sorts of business. 
Circumstances will govern in each individual case, but the 
tremendous advantage of having stocks of goods immediately 
available on the ground for the prompt supply of retailers’ 
requirements is sufficiently obvious, and this consideration 
may govern in some instances. If the wholesale customers of a 
manufacturer will not carry what are judged to be adequate 
and necessary stocks, then the manufacturer’s own branch 
may determine to do so. 
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Advantages of Each Sort of Branch House.—Notable advan- 
tages must attach to local representation in a given market 
through the manufacturer’s own branch office. That office has 
but one interest to serve. The manager is not interested in any 
other merchandise than his own and his job depends on mak- 
ing a success of that merchandise. He should be able, there- 
fore, largely to increase his business with those local customers 
who have already been secured and he ought to be able, because 
he is on the ground, to secure many new customers. Further- 
more, if a stock of merchandise is carried in the local warehouse, 
trade may be largely increased as has just been suggested. 
Prompt deliveries of such quantities as may be required 
become possible, delays in shipment from the overseas factory 
are avoided, and it almost always happens in the case of many 
imported goods in any country that dealers unexpectedly run 
out of supplies or require only limited quantities at considerable 
intervals of time, which hardly make import orders worth while. 
These conditions are solved by the manufacturer’s own stocks. 
Another advantage, perhapsasimportant as any, is the presence 
continually on the ground of an authorized representative of 
the house in the United States, who is thus able continually 
and intimately to watch correspondence and to arrange dis- 
putes that from time to time arise even in the best con- 
ducted busiriess. He can, if necessary, take over shipments 
that are refused and dispose of them to the best advantage, 
theoretically at least, guarding the home house against loss. 

Disadvantages of Foreign Branches.—There is another 
side to this picture, however, that must be considered when 
projects for the establishment of branch offices are under 
discussion. If the previous trade of the market in question 
has been handled by large and important local houses, they 
are likely to be antagonized by the mere fact of the permanent 
establishment locally of a branch of the manufacturer or ° 
exporter. It may, therefore, be a question as to whether it 
is best to risk the alienation of old and large customers in the 
expectation of holding at least a part of their trade and increas- 
ing the aggregate volume of business through securing new and 
important connections. When the foreign branch operates 
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purely as agent for its home principals, orders for merchandise 
are shipped directly from principal to local customer and 
financed from the home office, and the activities of the local 
branch are devoted wholly to developing new business or 
larger business, advising as to credits or the general conduct of 
business. When, however, the foreign branch is established as 
a merchant carrying stocks of merchandise, then quite new 
and strange responsibilities rest on it. Advantageous as it 
always is to have locally available merchandise for promptly 
supplying local trade, yet when this is done the foreign branch 
immediately enters into direct competition with old-established 
local merchants who are much more familiar with local con- 
ditions and credits than can be the manager of a branch of a 
distant house. In any event, the newly established branch 
has to fight for its existence, and experience has demonstrated 
that customers of unsound credit are those first and most easily 
secured. Rather heavy losses may, therefore, be possible in 
the first months or years of the effort to put such a foreign 
branch on its feet. This is known to have been the result in 
the case of a branch established in Argentina by a large manu- 
facturer of agricultural implements. It is also known to have 
been the case with the branch house of an export merchant on 
the West Coast of South America, and gossip has it that a 
foreign branch of an American bank, for the establishment of 
which $1,000,000 was originally set aside, lost the whole of 
that sum in the course of its first year’s experience through the 
making of bad credits, which had been turned down by the older 
banks in the same city, and required a new allotment of funds 
in order to continue business. Certainly success and profit in 
the establishment of foreign branches depend to only a minor 
extent on the market itself, but primarily on the management 
of the branch. 

Consignment of Stocks Abroad.—Stocks of merchandise 
placed at the disposal of a foreign branch establishment of a 
manufacturer are virtually consigned goods, and it is often a 
question whether equally as good results might not be obtained 
through the consignment of stocks to independent sales agents, 
or to large wholesale local distributors from whom the same 
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advantagé might be expected. It is natural that a manufacturer 
should have more confidence in consigning goods to his own 
manager whom he knows and whom he has selected for the 
business; but, in either case, there is always certain to follow a 
good deal of vexation and dissatisfaction over any sort of 
consignments. A good deal of perhaps rather intricate book- 
keeping is involved and it is seldom that accounts of sales 
agree. Almost always, too, damage or deterioration occurs to 
parts of the stock. Certain goods do not move rapidly or at 
all, or certain of the very large or very small sizes are not salable. 
Unanticipated losses are, therefore, likely and must be counted 
on in any project for consignment of stocks. Nevertheless, 
the advantages of such stocks are very great and by no means 
to be disregarded. 

Foreign Branch Factories.—The custom has been growing 
rapidly in recent years for American manufacturers to establish 
their own manufacturing plants in some large foreign markets, 
usually in Europe, but with one or two notable examples in 
Australia and other parts of the world. These foreign factories 
may produce the goods complete from the raw materials or 
they may receive shipments of intricate parts from the parent 
factory in the United States, that is, such parts as can most 
economically be made at the home factory, and locally 
abroad supplying only such parts as can most economically be 
manufactured abroad. Sometimes it becomes almost neces- 
sary to establish such plants, owing to special legislation in 
foreign countries; sometimes they are established to add to the 
local prestige of the goods themselves; sometimes, notably in 
Canada and England, in order to take advantage of the pref- 
erential tariff duties, allowed by parts of the British Empire on 
productions made within the Empire. Sometimes such foreign 
factories cannot produce more cheaply than can the home 
factory in the United States, but are able to command better 
prices for their products in neighboring countries, notably in 
Europe, because distance from factory is not so great nor 
transit time so long as from the American headquarters, 
on which account buyers will sometimes pay a little more 
money for the same goods. There are many such American 
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factories already in existence, ranging from tooth-paste and 
chewing-gum factories in Australia to steam-heating and 
agricultural implement manufacturers in England, Sweden, etc. 
Probably economy in production is the consideration that 
chiefly guides in the establishment of such factories, notably 
when goods made in the United States find some difficulty in 
competing in price with those produced more economically in 
large foreign markets because of superior cheapness there of 
labor or raw materials, or both. In most cases foreign 
branch factoriés are managed by technically expert Americans 
sent out from the home factory, and usually also the finances 
are in charge of competent Americans. 

Subsidiary Companies Abroad.—In a good many cases it_ 
happens that an American concern believes that the best way 
to organize its foreign branches satisfactorily, whether in the 
nature of selling agencies or branch factories, is through the 
creation of a subsidiary company individually capitalized, 
although controlled by the same interests as the parent com- 
pany. There are certain advantages through the separate 
organization of such companies in our country, notably in a 
financial way on account of corporation and income taxation, 
etc., which also prompt, in part, the growing popularity of 
separately organizing and capitalizing, as export companies, 
a manufacturer’s whole export interests. Some manufacturers 
go so far as to establish separate and individual companies to 
handle their goods in each country of the world, which offers 
a considerable market: for their products, having an English 
company, a French company, a German company, an Australian 
company, and so on. Although largely nominal as to indi- 
viduality, these separate, distinct companies, organized as 
they usually are under the laws of the foreign countries in 
which they are domiciled, have to be considered with some 
care and with due regard for the legislation affecting companies 
in the respective countries. In Germany, forexample, thereare 
two kinds of companies, that known as G. m. b. H. (Gesellschaft 
mit beschrankter Haftung,) which is somewhat similar to a 
limited liability company, being usually regarded as the more 
satisfactory for subsidiaries of a foreign concern. 
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In somte instances, especially in Spain, taxation on subsidiary 
companies of foreign ownership is so heavy as virtually to 
prohibit them. Indeed, this is a consideration that affects 
even the establishment of local offices of a United States con- 
cern in other countries also, and in some instances extreme care 
must be taken through registration with the local authorities 
and other means to insure against being taxed locally on the 
whole capital of the parent company of the United States or on 
the whole business that the parent company does in all the 
world. ‘These are considerations and conditions of which only 
a hint is given here with sufficient emphasis to point to the 
necessity of careful investigation of every possible aspect 
whenever foreign branches of any description are contemplated. 
International lawyers, in the Legal Division of the Bureau of 
Foreign and Domestic Commerce, Washington, can always 
advise. 
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CHAPTER XV 


DIRECT EXPORTING—OPEN MARKETS VS. 
EXCLUSIVE DISTRIBUTORS 


Different Policies —Manufacturers’ policies differ abroad 
as well as at hdme as to the desirability of selling all comers 
in a given market or of confining the control of goods to one 
concern only. Whether it is better to sell all goods that may 
be wanted to anybody who wants or can’ be persuaded to 
order them, or whether it is preferable to entrust the develop- 
ment of trade to one local customer only, is a problem only to 
be solved by each individual manufacturer. There can be no 
question about it, that the great majority of American manu- 
facturers prefer to do their business in foreign countries 
through one wholesale distributor in each import market. 
There are certain very good reasons for this policy, but there 
are also certain features of such connections which argue 
against them. 

Furthermore, in the consideration of a good many markets 
of the world, one of the first questions is, who is a “‘wholesaler?”’ 
And, as has been said in preceding chapters, what are called 
jobbers in the United States are practically unknown in a great 
many other countries of the world. On the other hand, in 
some foreign countries there exist the important class of 
general importers, who are interested in all sorts of goods that 
can be profitably imported into their markets from overseas 
sources of supplies. Such houses may or may not carry stocks 
of merchandise. Frequently, or usually, their organizations 
are divided into departments, each of which specializes in 
certain broad divisions of the merchandise handled. For 
example, one such general importer may have: (1) a piece 
goods department, (2) an automobile department, (3) a hard- 
ware department, (4) a ‘‘rough goods” department handling, 
for example, rosin, wire nails, possibly sundries of all descrip- 
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tions. In some of the goods handled, stocks will be carried by 
the import merchant, in other lines only indent orders will be 
taken, which means that samples or catalogs will be presented 
to the importer’s customers and orders solicited from them 
to be imported. Such orders are placed with the manu- 
facturers or the suppliers of the goods abroad, to be imported 
only in such quantities as the importer’s customers have 
ordered, but the importer buys these goods from the suppliers, 
pays for them such prices as he may be able to command, brings 
them out for his own account, and sells them to his customers 
at such profits as he chooses to ask. Moreover, there is some- 
thing else that must be remembered about so-called wholesale 
dealers in foreign countries, which is that in a good many 
countries a merchant may operate both at wholesale and at 
retail. It would seem to follow from all of the foregoing that 
there may be many considerations affecting the manufacturer’s 
choice of ways of developing a given market abroad through 
restricting relations to one wholesale house or keeping the 
market open. 

Considerations Affecting Sales Policies.—The character of 
the article to be introduced may influence a manufacturer’s 
decision as to how best to develop the largest possible sales in 
it in a given market. A raw product or semimanufactured 
goods may require a different policy than would more highly 
elaborated articles. Common salt, for example, might be 
sold by producers directly to all buyers in any market, whereas, 
if it were a question of a fine table salt put up in handsome, 
attractive, individual packages bearing a brand which it is 
desired to advertise and popularize, then the question of 
policy might be quite different. In the first instance, there 
might be little advantage, and some distinct disadvantages, 
to restricting the sale to one house only in a market. In 
the second case, many and weighty advantages might be 
thought likely to follow the granting of sole distributing 
rights to one house only. 

The case of the local import trade in a given market has to 
be considered. There may not exist in that market any very 
large, exclusively wholesale house worthy of consideration asa 
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sole distributor. Then, as has been mentioned, in some 
markets wholesalers are also retailers. In the great country of 
Argentina, for instance, there are several of the most desirable 
houses in Buenos Aires, that have an important wholesale trade 
throughout the republic but also operate at retail in Buenos 
Aires. Now, any one of these houses cannot sell its direct 
competitors. It has its own wholesale clientele in the country 
and provincial districts, where it operates as a wholesaler; 
it has its retail business in the capital city coming into direct 
competition with all other similar retailers there. It may not, 
therefore, be able to sell competing retailers in Buenos Aires 
or at best only the smaller ones or those in the suburbs. In 
such cases as this a certain amount of possible trade may be. 
lost, but then much the same thing is true in any market of 
the world. In some countries there is a great deal of local 
jealousy and one, even an. exclusively wholesale house, may 
refuse to have anything whatever to do with goods handled 
by arival house. Again in other countries it may be possible 
to sell the self-same goods to two or three wholesale houses. 

The size of individual orders to be secured for a given 
article, whether it is possible to secure orders for large and 
important shipments or whether single orders are likely to be 
small and unimportant, are considerations that have a bear- 
ing on the subject, both from the point of view of the shipping 
department and from that of the credit and accounting depart- 
ments. There are obvious attractions and advantages in 
large individual orders as contrasted with small shipments of 
insignificant value, yet many small shipments may aggregate 
a much larger total than a few large ones, while the credit risk 
on each of many small shipments may not seem so serious as 
that involved in single transactions of large amounts. 

It may develop, in the course of efforts to establish trade, 
that for one reason or another it is not possible to enlist the 
interest of the largest and most desirable wholesale house, that 
may be preferred as a sole distributor. In default of making 
such a desirable connection, or even of finding a second or third 
best that is satisfactory, it may be thought best to sell goods 
indiscriminately to several customers of minor importance in 
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the market in question. It all too frequently happens that it 
is at first difficult to gain the attention of and secure business 
from the largest and most important merchants, especially 
when the merchandise is new and virtually unheard of 
previously or it directly competes with other goods already 
introduced and largely handled by the house in question. 

On such accounts, manufacturers sometimes choose to 
introduce their goods into such a market by selling directly to 
any one and every one who can be induced to order on certain 
terms, even to retailers of comparatively slight importance, who 
really ought never to pose as importers of foreign goods, but — 
ought to buy imported goods through local wholesalers. The 
theory in such cases is that when the goods in question are 
actually introduced into the market, are sold and make an 
impression, then the larger and most important wholesale houses 
are certain to discover and be impressed by that fact and either 
seek out the manufacturer of the goods or be forced ultimately, 
because of the popularity of the merchandise, to take it up, 
although it has been made popular through the manufacturer’s 
efforts, not through theirown. Here evidently is involved the 
question of price quotations, since the large wholesale mer- 
chant, if he is ever to be interested in a line of goods, must be 
shown opportunities for making profits in it. If those goods 
have first been introduced through direct sales to retalers, to 
logical customers of the wholesale merchant, then the whole- 
saler must be able to make a profit on the price which the 
retailers have paid. Those retailers ought never to have been 
quoted the lowest wholesale prices. 

Considerations Regarding Development of Markets.—The 
question of the comparative credit risks involved in these two 
ways of developing a market, through one sole distributor or 
through selling generally to all comers, is a serious one, because 
the adequate development of trade in any market presupposes 
certain risks. Some business can always be done on cash- 
with-order terms, but no adequate expansion of business, with 
the emphasis on the adequate, is possible without the extension 
of some facilities in ways of making payments. The responsi- 
bility of one large, rich, wholesale importer and merchant may 
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often make unnecessary any fear as to financial loss through 
dealing with him as a sole distributor of merchandise in his 
market. So also there may, of course, be small importers in 
the same market of sn cae standing and worthy of suitable 
credits. On the other hand, it may not be possible to secure 
as sole distributor the house of undoubted, unexceptional 
credit, and there may be a good deal of risk involved in deal- 
ing with the smaller traders. Some exporters prefer doing a 
very large sundry business, with a certain recognized liability 
to loss; others prefer having one safe account, even if smaller 
in total revenue. The question is essentially one of general 
policy as to a choice between one sole distributor in a market 
and an open market for all who wish to buy. 

The character of the market itself may have a bearing on 
the decision of the manufacturer as to the best means of 
developing it. Does the probable extent of all possible trade 
in the market make it apparently worth special effort to 
develop, or does it merit no special effort and may the exporter 
on that account be content to take whatever may come from it? 
In the case of a city, it is not merely a question as to whether 
or not it is the actual commercial capital of its country, the 
city may be large or small, its trade important or infinitesimal. 
The fact that Port-au-Prince is the chief commercial town in 
Haiti does not from that fact argue that its trade is probably 
of the same importance as might be the trade of Buenos Aires. 
Not only is the territory tributary to its chief city to be con- 
sidered in plans for developing that market, but even the 
character of the city itself; for example, whether the business 
districts are concentrated or whether widely spread out, or 
perhaps there may be extensive suburbs. Shall immediately 
adjoining neighbors be sold? The location of the market may 
have a certain bearing on the decision to be arrived at, whether 
it is remote and isolated, whether intercommunications are 
rare. Efforts to promote trade in Fiji or Abyssinia are certain 
to be different from those employed in France or Australia. 

Desirability of Goods to the Distributor—When it is 
desired to restrict the sale of a line of goods exclusively to one 
house in a given market, there is a good deal more to be thought 
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of than the manufacturer's satisfaction in getting an order from 
that house and flattering himself that he has secured an impor- 
tant firm as an exclusive distributor. What is that distributor 
going to do with the manufacturer’s goods? How is the manu- 
facturer to satisfy himself that the distributor will properly 
work the market and develop sales in the manufacturer’s goods 
to the best of his ability? Plenty of examples have come to 
light in past years of important merchants abroad allowing 
manufacturers to sell them, ‘provided the manufacturer would 
give exclusive rights to his line, but, meanwhile, entertaining 
no thought at all of paying any particular attention to the goods; 
in fact, sometimes with the deliberate intention of suppressing 
the sale of those goods. It may happen that the merchant, 
whom the manufacturer most wishes to secure as his exclusive 
distributor in a given market, may already have arranged for 
the sole rights to other competing goods, which he may favor 
because of friendship for, or of long established relations with, 
the manufacturer of the other goods, or because of larger 
profits or some other advantages. Possibly he may even take 
sole rights to a new line to prevent his competitors from get- 
ting hold of it, although he himself is not interested. Persuad- 
ing what seems to be a very desirable trade connection to 
accept the sole rights to sell certain goods, and to place what is 
usually a minimum order for them, may be a comparatively 
easy task, but it by no means insures the proper development 
of business in those goods in the distributor’s markets. In the 
first place, the manufacturer must accord any sole rights to his 
line with judicious discrimination and with full knowledge of 
circumstances. He must not only know the distributor, but 
he must know what business the distributor does already in 
similar goods. 

Above all, he cannot merely smile with satisfaction over 
having secured a little order from the desirable distributor and 
thereupon wait contentedly for any developments that may 
follow. He must himself follow up the opening and must 
cooperate with the distributor. He must see that the distrib- 
utor takes a great deal of interest in his goods and gives 
them adequate attention. The manufacturer’s task is only 
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begun by the establishment of a sole distributor for his goods. 
Wholesale houses may have a great variety of interests. Their 
clerks and salesmen may be predisposed in favor of another 
kind of goods than those ‘offered by the manufacturer. The 
distributor must, therefore, not only be sold and properly sold 
in the first instance, but he must be kept sold and he must be 
inspired and helped to make the most of all opportunities in 
his territory. The existence of a sole distributor in a given 
market by no means eliminates the necessity for an occasional 
visit there by the export executive or some traveling representa- 
tive to work with the clerks and the salesmen of the distributor, 
teaching them about the goods, inspiring them, and getting 
their best and most interested efforts. 

Consignments of Goods to Distributors.—Some of the 
features affecting consignment of merchandise have already 
been mentioned in connection with the consideration of 
foreign branch houses of a manufacturer. At this point it 
is only further necessary to say that all the bad features 
attending any consignments are intensified when consign- 
ments are made to merchants that ought rather to be 
customers than consignees. The good features of consign- 
ment remain the same, namely, the advantages of having 
goods immediately available. It is probably not too much 
to say that about nine out of every ten experiences of 
manufacturers in consigning goods abroad have resulted in 
loss to the manufacturer, if not in bitter disagreements with 
their foreign customers. None the less, a considerable future 
trade has thus sometimes been promoted. A foreign merchant 
may request or demand that goods be consigned to him 
because he thinks it should be the manufacturer’s risk rather 
than his to undertake the introduction of new goods about which 
he is not quite sure. He thinks that, if he puts up his time 
and selling experience, these factors adequately offset the 
manufacturer’s loss of interest on the investment necessary 
and possible loss on remnants of the consignment that may 
prove unsalable. 

Only conditions and the individual disposition of each manu- 
facturer can govern the policy of making new consignments 
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abroad.~ In principle it is far better to have the account closed 
than to have it open on a consignment basis. Many manu- 
facturers, therefore, endeavor to persuade their foreign trade 
connections, who solicit consignments, to accept the desired 
goods on a firm, closed basis. They may, for example, offer 
the customer twelve months’ terms to be secured by the 
customer’s acceptance, thus wiping the account off the books. 
If this is not enough to satisfy the customer, then the manu- 
facturer may agree that he will extend another acceptance at 
the expiration of the first twelve months to cover such of the 
goods as remain unsold. He may even persuade the customer 
to shorter terms, or to a series of acceptances, one at three, 
one at six, one at nine, and one at twelve months, or any 
similar variations of the same principle, designed to put the 
responsibility on the customer and close the account on the 
manufacturer’s books. A liberal disposition and a diplomatic 
attitude on the part of the manufacturer will often succeed in 
gaining the advantages of consigned stocks without incurring 
the usual losses from them. 

Contracts with Distributors——Many manufacturers feel 
that, before they accord the sole rights to their goods in any 
market, they must be assured at least of a certain minimum 
turnover in that market, and are, therefore, disposed to insist 
that the distributor bind himself to purchase such a quantity 
of their goods from them within a specified length of time. 
Occasionally, sole rights are given and accepted merely by 
means of an exchange of correspondence; in others, formal 
contracts are executed. Contracts in foreign countries are 
seldom important unless very large amounts of money are at 
stake, because of the difficulty and expense of enforcing them. 
What is far more important than any formal document is a 
clear, mutual understanding of conditions and of the agree- 
ment by both parties; the disposition of the sole distributor 
toward the goods to be handled by him is the main thing, far 
outweighing any agreement by him to use any stated quantities 
of the goods. 

Indeed, it is difficult to see how in any but very rare instances 
a merchant in a foreign country can determine intelligently 
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how many of a given article he will be able to use in the course 
of a year, until he has actually had those articles in stock and 
made the effort to market them. It would seem, therefore, 
that the first effort of the export executive should be to induce 
the desirable foreign merchant to buy an adequate (sometimes 
but not always as large as possible) supply of his goods and 
actually try out the market for them. If the customer be 
interested in them at all, he should be inspired to a sufficient 
interest to make’ his experiments in thorough fashion. Ques- 
tions of minimum requirements in the way of annual purchases 
by the distributor may very well be postponed until both 
manufacturer and distributor have a fairly good notion of the 
possibilities for those goods in the market in question. It 
may even be doubtful whether a manufacturer ever should 
offer or grant sole rights of distribution to any foreign mer- 
chant until after actual trial in distributing the goods, so 
that the distributor will have an intelligent idea of market 
possibilities and the manufacturer will have experience with 
the disposition and capabilities of the distributor. Too often 
manufacturers seem to be hypnotized by the wholly insignif- 
icant fact that they are able to get an order. It is the develop- 
ment of the largest possible volume of orders which ought to 
enlist the intelligence and the most strenuous efforts of the 
export executives. 


CHAPTER XVI 


DIRECT EXPORTING—THE LOCAL FOREIGN SALES 
REPRESENTATIVE 


Commission Sales Agents.—Consideration has already been 
given to the ways of developing direct export trade through 
foreign traveling salesmen and through operations either with 
a single house acting as a sole distributor in-a market, or 
through business from all and sundry who can be induced to 
place orders on acceptable conditions. There is, however, 
another means of promoting business development in a foreign 
market, which many exporters consider the most important 
means of all, a means which may be utilized either alone or in 
conjunction with the work of the exporter’s own traveling 
salesmen, but it applies only when the general development of 
trade with all good business customers is contemplated. It 
can rarely be utilized if a wholesaler or other merchant is 
chosen as sole distributor for the market in question. The 
means of developing trade which is now to be considered is the 
employment of the commission sales agents or manufacturer’s 
representatives, who exist in large numbers in almost all 
countries of the world, although not very commonly encoun- 
tered in the United States. 

Especially in the United States, it has heretofore been the 
habit of business men to look with distrust, suspicion, and even 
contempt on these commission agents in foreign countries. 
They are, however, as they always have been, utilized largely 
by European manufacturers in their development of business 
in foreign markets. There will be found in New York, for 
example, a commission agent representing a French manufac- 
turer of perfumes, another French manufacturer of gloves, yet 
another French manufacturer of silk lingerie. The Germans 
were specially notable in the use they made of local commission 
agents. In developing business in France, the Germans often 
divided that republic into zones, placing a geographically 
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tributary territory under the control of a local commission 
agent resident at a strategic point in the territory allotted to 
him, covering all of France not by one agent but by eight or ten 
agents. The export commission houses of the United States, 
and of all countries almost without exception, employ such 
local commission agents in those territories where they do 
considerable business, but where it is not possible for them to 
maintain representatives or branch houses of their own. The 
custom of employing such local agents has largely developed 
among British and has been growing among American manu- 
facturers in the past few years. They offer numerous advan- 
tages in the development and the handling of trade; on the 
other hand, there may be serious questions as to possible 
disadvantages to be found in their employment. It is neces- 
sary first to understand just exactly what these locally resi- 
dent sales representatives in —— markets are and how they 
work. 

Who and What Is the Local Sales Agent?—A commission 
agent of the class now in question is merely a salesman in his 
own town, or possibly in his province or in immediately trib- 
utary territory, representing foreign manufacturers in as 
nearly as possible the way in which those manufacturers would 
be represented were they to send their own agent to live in the 
city and country in question. These commission agents 
reside permanently in their different markets. They endeavor 
to arrange with manufacturers of other countries to act as 
their sole selling agents, and to obtain the manufacturer’s 
samples, on the basis of which they solicit orders from as many 
buyers as possible in the markets where they areresident. The 
commission agent buys nothing for himself. He merely tries 
to get orders from the local merchants, and transmits those 
orders to the manufacturer or other supplier abroad, who 
ships the goods ordered, directly to the customer who has been 
secured by the commission agent. The latter acts precisely 
as would the manufacturer’s own traveling salesman. The 
goods are shipped direct from the supplier to the local merchant 
on such terms of payment as the local ot Soe may have been 
instructed to allow. 
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The commission agent is strictly a salesman who receives 
his remuneration by a commission paid by the manufacturer 
or exporter on the net value of the orders that he secures from 
his customers, the local merchants. The resident foreign 
commission agent is not a buyer, is not a merchant, and 
ordinarily no question is involved as to his financial responsi- 
bility. There is, however, great question as to his ability as a 
salesman and as to his character and moral responsibility. 
These commission agents must not be confounded with foreign 
merchants to whom there may be a question of according 
exclusive rights as sole distributors. 

Each of these commission agents, or manufacturer’s agents, 
represents a number of different manufacturers, usually in 
non-competing lines. For example, a prominent commission 
agent in Venezuela represents a silk manufacturer of Lyons, 
France, a large Chicago meat packer, a large American flour 
mill, and also a prominent British exporter, and an American 
export commission house. In a large and highly developed 
market, a commission agent may represent closely allied 
products, but in general these local commission agents are 
disposed to take on the representation of all sorts of prod- 
ucts that can find a sale in their markets. In a number of 
respects, it will be observed that their operations are some- 
what comparable to those of the combination foreign travel- 
ing salesman whose work has already been described. 

Neither in the United Kingdom, nor in the United States, 
do there exist large numbers of important commission agents 
of the sort mentioned. Continental and American goods of 
some descriptions are thus represented in London; certain Euro- 
pean products, notably French goods, are thus represented in 
New York by local commission agents; but it is in other 
countries of the world that representatives of this sort abound. 
It seems often to appear to a young man, not quite decided as 
to what kind of business to adopt as his life work, that the easy 
way of getting started is to secure some agencies for foreign 
manufacturers, try to sell their goods and get as much money 
from commissions as possible, without risk to himself and 
without much expense, save only for his day by day living. 
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It follows, therefore, that there are all sorts and descriptions 
of men operating as commission sales agents in the different 
countries of the world. Many of them are of the slightest 
importance or usefulness, but on the other hand there are in 
every market old, experienced and successful agents of this 
sort who ‘may under certain circumstances and in some lines 
of business be highly desirable connections. 

Use of the Term ‘‘Agent.’’—Attention has already been 
called to the fact_that a sharp distinction is to be made between 
the sales representative such as is now being discussed and a 
merchant.to whom exclusive rights as a sole distributor may 
be accorded. It is a much too common practice to refer to 
almost anybody in a given locality as an ‘‘agent”’ of the manu- 
facturer. This colloquial use of the term is not only an incorrect 
application of the word ‘‘agent,’”’ but, especially in foreign 
countries, may involve complications and responsibilities by no 
means desirable on the part of the house in the United States. 
An agent is properly one who represents his principals, either 
generally in every respect, or specifically in certain limited 
respects. A merchant in a foreign country who buys the 
manufacturer’s goods, even if he receives sole rights to distrib- 
ute those goods in a stated territory, is not properly an agent. 
On the other hand, the sales representative is an agent, even 
though his powers be limited by the authority vested in him 
by his American principal. ‘This is important for the export 
executive to remember, especially as in some other countries of 
the world the agent may be held responsible for his principal’s 
misdoings or shortcomings just as the principal, that is, the 
United States manager, may be held responsible for the agent’s 
doings and for agreements entered into by that agent. 

Of course, the responsibilities and powers of the resident 
sales representative in a foreign market may be especially 
limited by carefully drawn, specific reservations in written 
form from his principals, which the agent may be called upon at 
any time to display. In principle, however, the sales repre- 
sentative is regarded as some sort of agent for the manu- 
facturer whose goods he places, for whom he solicits orders, 
and on whose behalf he may from time to time be called upon 
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to arrange difficulties and compromise disputes. There are 
some foreign countries where an agent is assumed in law to be 
empowered to collect accounts covering the goods which he 
has sold on behalf of his principals, unless the latter have 
specifically in writing prohibited his so doing. This prohibi- 
tion is usually accomplished by means of printed notations on 
order sheets in addition to the contracts entered into with the 
agent himself. Needless to say, for reasons similar to the 
foregoing, as well as because a manufacturer naturally wishes 
to be creditably represented, the choice of a sales agent is to 
be made with exceeding great care. 

Selection of Resident Sales Representatives Abroad.—It 
is quite clear that if foreign commission agents are to be 
employed, the necessity is imperative to select them with the 
greatest care and discrimination, after the most thorough 
possible scrutiny of their records, their references, and their 
local standing. Local agents who have no records and no 
references to submit may: profitably be disregarded. That 
agent is worthy of consideration who can be demonstrated to 
be a clever and successful salesman, whose record shows that 
he possesses sound business judgment and a broad intelligence, 
who is regarded as well informed as to local credits and fair as 
well as conservative in his advice on that subject, who is a 
favorite in a personal way among the local buyers and importers 
of the merchandise to be sold, and yet who is disposed to be fair 
to both sides in a dispute. 

Information of this sort about the local commission agent 
may be obtained by correspondence, through the investigation 
of the agent’s references to principals whom he has represented 
for a sufficient length of time to make their experiences worthy 
of consideration, and references to local bankers, not as to the 
agent’s personal financial responsibility but as to his moral 
and business character and the estimation in which he is held 
locally. Best of all, however,.is the information about such 
local commission agents to be obtained by the foreign traveling 
representative of the home house when he visitsa market. He 
then makes the actual acquaintance of the agent, sees how he 
works, probably works with him, is able to make all sorts of 
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local inquiries that would otherwise be impossible. It should 
be the most important of the duties of a foreign traveler that, 
when he has spent in a market the limited time which only he 
can devote to it, he leaves behind him a permanent representa- 
tive in the person of the locally resident agent on commission. 
He should be instructed by the traveling man as to the mer- 
chandise to be sold and as to policies in doing business; he will 
be expected to look continuously after the further development 
of business, the s¢curing of new customers, and he will be on the 
ground to take advantage of opportunities as they offer, as 
well as-handle disputes and claims. Local agents can in no 
way be so well chosen as by personal selection on the ground. 
When they visit a manufacturer’s or exporter’s home office ~ 
and present their claims for employment, they come sur- 
rounded with an entirely different atmosphere than that in 
which they may live and work at home, and are not always 
sufficiently supplied with .the right sort of credentials and 
references. 

Any foreign traveling salesman who visits a foreign market to 
initiate or to promote trade ought not, as has already been 
pointed out, to leave that market unattended during his 
progress to other markets for the length of time that must 
normally elapse before he can return to the market, if, indeed, 
he ever plans to return to it. The local commission agent 
can to a certain extent take the place of the traveling sales- 
man, if the agent is supplied with samples, if he has been 
selected in the first place with judgment, and taught or 
coached by the traveling representative during his visit. 

Let it be clearly understood that it is by no means always 
easy to secure the services of one of the best and most desirable 
representatives of this sort ina given market. There is often, 
as has already been said, just as much work involved in per- 
suading such a specially desirable representative to take up a 
line of goods in the capacity of agent as there is in actually 
securing orders for those goods from merchants. The best 
agents of this description in any market have their lines pretty 
well established, recognize the physical limitations to their 
efforts, and do not want new lines. The least desirable are 
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the easy ones to secure. When operations through local com- 
mission representatives are considered desirable, there should 
be set on foot a process of elimination based on.a knowledge of 
the different agents who exist, their work, and their connections. 
If it is impossible to make connections with the agent who seems 
to be most desirable, then a second choice may be approached, 
and perhaps a third or a fourth, but once more it must be 
emphasized that extreme care and discrimination must be 
shown in the selection of the agent. He is not only a sales- 
man for his principal’s merchandise, but should be in every 
sense his principal’s representative and be entrusted with the 
amicable arrangement of disputes with customers, adjust- 
ments of claims, disposal of refused or rejected merchandise, 
even with the compromising of protested drafts or bankrupt 
accounts. Obviously, no agent of small caliber, limited 
experience or intelligence, or weak morality, should ever be 

chosen. 

Advantages and Disadvantages in Utilizing Local Agents. 
The advantages offered to a manufacturer or exporter by a 
commission sales agent locally resident in a market that it is 
desired to develop, are primarily that he will actually present 
samples and solicit orders as would any other representative. 

The locally resident commission agent has the further 
advantage of being permanently domiciled in the territory, of 
being in constant daily touch with local developments, and 
of enjoying a more intimate personal acquaintance with the 
market than is possible to an occasional visitor. He is in 
position to knowand to take advantage of new opportunities for 
business when they arise, for example, when a local business 
establishment is burned out, and even anticipate their advent, 
as when municipal or government tenders are impending; 
indeed, it is difficult to see how a manufacturer seeking such 
contracts as the latter can operate satisfactorily otherwise, 
yet it is done. The local commission agent is also in position 
to cultivate all possible buyers, in which respect he has a certain 
advantage to the manufacturer over representation, in the 
same territory, by the branch of an export commission house. 
It does not matter to the native or resident sales agent through 
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what commission house in the United Statesa local buyer wishes 
to place his orders. As representative, he seeks orders; his 
customers may choose any exporter they prefer. He gets the 
order for his particular manufacturer; then asks “What 
exporter in New York will confirm and ship it?” 

While the local agent’s advantages as a salesman in securing 
orders are those which are almost certain chiefly to impress 
the export executive at first, he has other quite as real and even 
more impressive advantages when his position is better under- 
stood. These include notably his position as an adviser on 
local credits with their constant liability to change, and his 
abilities as a diplomat in harmonizing disputes between manu- 
facturer and customers, besides the possibility he offers of 
safeguarding his principal from losses on returned goods or of 
minimizing such losses. On these points more will be said 
later. é 

Possible disadvantages that suggest themselves in the 
employment of local commission agents involve, first of all, the 
lack of personal acquaintance between principal and repre- 
sentative; next, the lack of technical knowledge on the part of 
the representative of the lines that he attempts to sell; then, 
the general criticism of all kinds of combination or cooperative 
efforts, that is, the probable lack of interest or ability as to one 
agency and its consequent neglect. The fact that a commis- - 
sion agent usually represents a good many principals, making 
or marketing quite dissimilar merchandise, impels one con- 
templating using his services instinctively to question the 
ability of the agent to do equal business in all lines or perhaps 
do any business in some of the lines that he represents. 

It is naturally regarded as certain that the agent’s dis- 
position will turn by preference in certain directions; more- 
over, that his personal acquaintance will probably be much 
more intimate among buyers of certain kinds of goods than 
among buyers of other goods. Perhaps most important of all, 
however, is the very serious reflection that a commission agent 
of this description will look first, if not most of the time, after 
his own interests and subordinate to them the interests of his 
principals. The agent’s interests are in selling as many goods 
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as possible in order to pocket the largest possible commissions. 
He may, therefore, be overzealous in urging acceptance of 
orders by his principals when there are serious questions as to 
the customer’s responsibility, or when prices or terms as 
dictated by the agent’s principals have been modified by the 
agent without authority. In cases of claims or disputes about 
merchandise, it may be feared that the local agent will often 
take the part of his friend, the local customer, instead of 
staunchly protecting the rights and interests of his distant 
principals. This may seldom be true of the best class of 
agents; it may often characterize the less desirable agent. 

In the preceding chapter comment was made on the dif- 
ferent points of view regarding large shipments to one sole 
distributor and many small shipments to numerous customers 
in the same territory; that is, as to their relative financial safety 
and possible complications in shipping procedure. Since a 
locally resident sales agent is believed to be of advantage chiefly 
because he will sell as many customers as possible in his 
territory, it follows that the employment of this means of 
developing business may often depend on the manufacturer’s 
disposition toward many comparatively small accounts and 
whether they are regarded as advantages or disadvantages. 
One large New York manufacturer has for ten years past been 
* developing trade in Australia through a competent local sales 
agent in that Commonwealth. That agent has been fairly 
successful, selling a total of between five hundred and six 
hundred customers. However, the New York house a year 
ago determined to take the line away from that sales agent and 
give it into the hands of one large merchant to whom sole 
rights were extended. This course was followed because the 
New York concern preferred to risk the possible loss of a part 
of the total volume of trade, in view of the greater ease in 
transacting whatever business might result from one house 
only, the minimizing of credit risks, and tremendous lightening 
of the work of the bookkeeping and shipping departments. 
The results thus far have been the rather curious development 
of practically the same total volume of business through the 
single sales distributor, but confined to two or three articles 
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only of the manufacturer’s many different lines. That is to say, 
while the sales agent sold between five hundred and six hundred 
different customers whatever articles he was able to sell to 
each, the sole distributor is concentrating on the two or three 
articles which must appeal to him and in which he can most 
easily and perhaps profitably do the most business, and is 
neglecting the other articles in the manufacturer’s list. 

While it is true that almost all experienced export executives 
utilize sales agents, at least in some of the markets which they 
cultivate, yet the ordinary manufacturer who knows nothing 
about exporting, or the beginner in exporting, is inclined to 
belittle this way of developing trade. Since it appears to 
be proven by experience that the local sales agent is often 
regarded as the best tool to employ, it would seem that begin- 
ners may very well lay aside their prejudices in this regard. 

Control of Agents by Their Principals—It must not be 
thought that when a locally resident sales agent is appointed in 
some distant country he alone is master of the situation and will 
do as he pleases. He must not be allowed to do anything of 
the sort; he must be governed by specific and peremptory 
instructions from the house that he represents. He must be 
told exactly what he may do and what he may not do; he must 
be told at what prices he may sell and on what terms he may 
sell and he must sell at and on these only. Neither prices nor 
terms need be uniform or inflexible. The manufacturer himself 
should know all about the different concerns in the agent’s 
territory, whom the agent hopes to sell or plans to try to sell, 
and in consultation with the agent, after examination of the 
credit standing of the different customers and their several 
reputations for commercial honor he may make, in each case, 
prices and terms that are suitable, by which the agent must be 
bound. Similarly, the agent must be instructed as well as 
possible regarding the goods themselves and the fashion in 
which orders should be transmitted. When possible, the 
agent should be supplied with order forms calling for all the 
specifications that must accompany each order. He must be 
held responsible for so transmitting orders that they can be 
filled intelligently and in full accord with the wishes of each 
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customer and the local conditions in the customer’s market. 
The manufacturer must never be subject to the agent. It is 
his part to control and direct the agent. 

Forcing the Agent.—One of the great problems that a 
manufacturer has to meet in operating through the local sales 
representatives such as are here under consideration is that of 
getting his fair share of the agent’s time and attention. Since 
these local representatives each operate for several or for a 
good many different principals, some of them in the United 
States, some of them in Europe, the time and attention given 
to each separate principal may vary, depending perhaps chiefly 
on the agent’s personal inclination toward each line. Some 
goods are much easier to sell than others. The agent knows 
and likes some goods better than others. Accordingly, he will 
give the goods in question more of his time and effort than he 
gives to other goods that he represents. This may be over- 
come to some extent by cooperation of the manufacturer 
through correspondence designed to keep the agent inspired 
and enthusiastic. Sometimes it is possible to force an agent’s 
attention. This was accomplished, for example, by a large 
American house when recently it wished to introduce a new 
article. The house in question is represented in all important 
foreign markets by resident sales agents. Like every good 
exporter the house knows the names of the local concerns, both 
those who are actually its customers and those whom it would 
like to have as customers. Letters were addressed directly 
to all of these buyers in each given market telling about the 
new goods and advising them that their representative, Mr. 
So-and-So, had also received a copy of this letter to the 
customer, with instructions to see the buyer at the earliest 
possible moment and explain more fully about the new goods. 
A copy of the letter to the sales agent was enclosed to each 
of the actual and prospective customers; then copies of the 
letters to these buyers were enclosed to the agent. The latter, 
therefore, understood clearly what he had to do and that he 
must move quickly and thoroughly. The results of this effort 
by the manufacturer were highly satisfactory. The agents 
were forced to act. 
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Personal Responsibility of Local Sales Agents.—As a rule, 
the local sales representative such as is now being discussed 
has small, if any, means of his own, assumes no financial 
responsibility, and in ordinary cases it is not worth while 
inquiring into his capital or resources. He does not buy goods, 
does not insure the credit of his customers, he merely sells goods 
for the account of the manufacturer whom he represents. If he 
is a good agent, he makes a fairly good living from the com- 
missions which he collects on his sales, and often may accumu- 
late a small capital of his own; but ordinarily there is involved 
no question whatever as to his personal responsibility in a 
financial way, unless it may be for the small value of samples 
entrusted to him. On the other hand, his moral responsibility 
is the essential thing to be inquired into with great care. As 
has already been said, in the eyes of the local trade, and some- 
times in the eyes of the law, the agent is regarded as the repre- 
sentative of his principals who live in distant countries. In 
any event, no self-respecting manufacturer cares to have his 
goods presented by any man who is not thoroughly creditable 
to his house. Moreover, as will be explained presently, it 
may be necessary to depend on the agent for credit information 
and sometimes he may have to take over shipments of goods 
refused by customers. His moral character, therefore, should 
be such as to be sufficient guaranty for such purposes. 

Local Agents Are Judges of Credits.—One great advantage 
of the locally domiciled commission representative lies in his 
knowledge of local credits and the advice he may give in that 
respect, if, as always ought to be the case, the agent has been 
most carefully selected with very special consideration as to his 
good judgment in credit matters. Such an agent has the 
benefit not only of all usually available information, the 
opinions of bankers and their experiences with local houses, the 
information supplied by rating agencies, etc., but in addition 
the commission agent has a personal acquaintance with the 
individuals with whom he does business and often a rather 
intimate knowledge of their characters, in fact, of their personal 
affairs. Curiously enough, however, the great objection that 
a good many manufacturers and exporters have to the employ- 
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ment of a local commission agent is the fear of entrusting that 
agent with what they are accustomed to call the ‘‘making of 
credits.” The manufacturer or exporter is keenly anxious to 
keep decisions as to credits in his own hands and, too often 
perhaps, does not even consult his agent on this score. Granted 
that the local agent may naturally and humanly be inclined to 
take the most favorable view of the credit abilities of a local 
merchant from whom he can get business that pays him com- 
missions, yet the honest and able agent, who alone ought ever to 
be chosen, may usually be taken as the most important 
counselor and guide as to credit standings, if his opinions are 
adequately checked and corroborated. It is a really serious 
mistake not to require from such an agent full reports as to what 
he knows and can learn, and of his own judgment, no matter 
how founded, as to the character, reputation, and financial 
abilities of the people with whom he does business or hopes to do 
business. However, the decision as to the extension of credits 
and the terms on which the agent may be permitted to do busi- 
ness always rests with the home manufacturer or exporter. He 
it is who dictates selling terms and conditions to the agent. 

One of the ways in which his principal may control the 
agent in the matter of credits to be extended in the agent’s 
market is to require the agent, as a preliminary, to transmit 
a list of all the houses in his territory which the agent hopes to 
be able to sell, with a notation against each name of the agent’s 
own ideas regarding a safe line of credit for that particular 
house, accompanied perhaps with bank or other credit informa- 
tion from intelligent sources. Upon receipt of such a list of 
prospective customers of the agent, the export executive may 
make his own investigations regarding each name on the list, 
either substantiating the agent’s recommendations, or modify- 
ing them, or negativing them altogether. 

“Del Credere’? Agents.—In some cases it may be possible 
to arrange with a commission agent to guarantee the accounts 
of his customers, or of some of them, about whose standing the 
agent’s principals may be in doubt. When this is done, there 
naturally arises the question of the agent’s responsibility in a 
financial way, although even in such cases the agent’s moral 
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responsibility is even more worthy of consideration. This 
assuming of the responsibility for customers’ accounts is 
commonly called taking the del credere. If the agent agrees to 
accept such responsibility in the case of all orders transmitted, 
or in the case of special orders, then he expects a special extra 
commission in payment for so doing. Asa rule, selling agents 
prefer not to, and sometimes positively decline to, accept this 
responsibility for the payment of their accounts by the agent’s 
customers. Usuaily the finances of the customer who is dis- 
trusted by the manufacturer are equally as strong as those of 
the agent. himself; if the customer is weaker than the agent or 
of poorer character than the agent, it would not seem worth 
while having his account on any terms. If, in such cases, the 
agent is so anxious to sell the account in question as to be will- 
ing to guarantee it, then there seems little justification for the 
agent to insist upon a del credere commission. This form of 
guaranty seems usually to be adopted by manufacturers or 
shippers who do not care to be bothered with the investigation 
of many different correspondents, and who are willing, there- 
fore, to pay 5 per cent. or 10 per cent. extra to the agent in 
whom they have confidence in return for his guaranty of his 
customers. 

‘In Case of Need’? Agents.—One of the very important 
functions of a resident representative of a manufacturer, whose 
chief efforts are probably devoted to selling goods, is that of 
safeguarding his principal’s interests in every fashion. In 
the transaction of any large business, disputes often happen 
between buyer and seller; some customers may refuse to 
accept shipments made to them, other customers go into 
bankruptcy before they have paid their accounts, and compli- 
cations of various sorts are likely to arise. The local repre- 
sentative must be expected to attend to all these things 
for the best interests of his principals. We may, therefore, 
call him an ‘‘In Case of Need”’ agent. 

Reference to such an agent is frequently made on drafts 
drawn by exporters against their foreign customers, as will be 
explained further in Chapter XXIX. Here it is only necessary 
to remark that the phrase is primarily an instruction to bankers 
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in the agent’s cities to refer to the agent when drafts drawn 
against the customer are refused or when acceptances given 
by the agent’s customers are dishonored. In the present case 
it is extended further to imply that, when a customer declares 
that goods are not up to sample, or that goods are not those 
which were ordered, or makes any of the other complaints 
so common in the business world, it is the agent’s.duty to see 
that customer and determine whether his complaint is well 
founded; if so, to compromise with him to the best advantage 
possible for the manufacturer. If the complaint is not well 
founded, then to advise or compel the customer to abandon the 
claim. The right sort of agent on the ground can do this sort 
of thing to ten times better advantage than the far distant 
exporter can ever manage to do it by correspondence. So, too, 
when shipments are refused by a customer, the agent may either 
force the customer to accept them or, in case of necessity, he 
may take them over and resell them to some one else in the 
same market, obviating the necessity for having them returned 
to the manufacturer with considerable loss and expenses 
accrued. 

Contracts with Local Sales Representative.—It is usually 
the custom to enter into formal contracts with local resident 
sales representatives in distant countries, but, like any other 
contract, this may usually amount to little more than a record 
of an understanding mutually agreed upon. Proceedings 
for damages or for breach of contract in any particular are 
extremely difficult and most unsatisfactory when brought by 
persons in one country against those inanothercountry. None 
the less, itis highly desirable to reduce to writing the under- 
standing arrived at between agent and principal, each party to 
have a copy signed by the other. However, when very partic- 
ular importance is attached to the terms of the contract, then it 
should be legally attested, which in international business means 
that it should be witnessed before the resident consuls of each 
country, with possibly other official signatures attached. 

Contracts made with agents need not be formidable in 
legal phraseology, but they should most carefully define all 
conditions attached to the agency and in such simple, plain 
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and unmistakable terms that no misunderstanding can ever 
ensue regarding them. One of the principal features of such a 
contract should be the exact definition of the territory to be 
controlled by the agent. This involves a study, by the agent’s 
principals, of the geography of the market in question, as well 
as some knowledge of the facilities of the agent for cultivating 
all parts of that market. A good many American houses are 
disposed to regard Australia and New Zealand as one territory 
and as a matter’of fact a good many agents in Australia do 
visit New Zealand annually or semiannually; yet there is a 
three-day steamship voyage required to reach Wellington from 
Sydney, and there are distinctly different conditions in New 
Zealand, including, for example, a commercial travelers’ tax, 
and these things do not always promote frequent cultivation of 
New Zealand markets by agents domiciled in Australia. An 
agency is sometimes given for ‘“‘the Levant,’’ which is entirely 
too indefinite and elastic a.term. What is comprised in ‘‘the 
Levant”’ should be exactly defined; and, furthermore, before 
such a widely scattered territory is assigned, there should be 
consideration of the facilities of the agent, for visiting the 
different parts of the territory, which are not all of them 
readily and quickly accessible from other parts, and a determi- 
nation of the agent’s actual, not merely claimed, habit of 
cultivating all parts of such a large market. Similarly as to 
India—there are very few:local concerns of any description 
that visit or solicit trade throughout all India, and so with 
still other countries. 

The time for which an agency agreement is to run should be 
carefully stated and limited. Noagent worthy of consideration 
will accept a short, tentative or temporary agreement which 
may leave him stranded high and dry after he has devoted a 
few months to hard initial work, when results from that work 
are only just beginning to be shown. On the other hand, if no 
time limit is set, the principal may find himself at the mercy of 
his agent for years, very likely long after the agent has ceased 
to make any efforts in the principal’s interests. The principal 
must recognize that large results are not always to be expected 
from the best of agents until after the lapse of some time. He 
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should, therefore, be indulgent, yet he should require sufficient 
even if only moderate results from the agent’s work, say in 
the course of a year, to justify the automatic renewal of the 
agency agreement. 

In most instances, it will be found desirable to include in an 
agency contract a provision that the representative shall not 
be interested in any directly competing merchandise or repre- 
sent any concern whose interests are in any respect likely to 
conflict with those of the principals making the agreement. 
Yet a broad view should be taken of this subject. For example, 
there once existed in London a very good commission agent 
who represented boots and shoes made in Vienna and other 
boots and shoes made in New York, of similar qualities and 
prices, but unlike each other in individual characteristics, each 
line selling alongside the other without conflict. 

Settlements for commissions due to the agent should be 
stipulated in the agency agreement. Ordinarily, settlements 
are made every 6 months by remittance, from principal to 
agent, of all commissions which have accrued during that 
period. In most cases commissions are defined as due the 
agent on all orders transmitted by him, or originating from 
customers in his territory, if they are in accord with the terms 
and conditions laid down by the agent’s principals, whether or 
not these accounts are paid in full or satisfactorily adjusted. 
The agent’s point of view is that credit risks in shipping goods, 
as well as responsibility for the satisfactory execution of orders, 
devolve on the principals. This condition, like all others, can 
be modified in contracts with the agent and sometimes pro- 
vision may be made that a certain proportion of commissions 
due on settlement dates shall be withheld by the principals as a 
guaranty against losses or deficits which may possibly ensue 
at later dates. 

Samples are ordinarily supplied to agents entirely free of 
charge, and quite often agents even of the highest class insist 
upon the manufacturer’s paying the import duties on samples 
that are supplied. Indeed, this seems only reasonable, since 
these samples are not purchased by the agent and are indispen- 
sable tools of his trade in developing business for the principal. 
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When samples are of large value, it may be possible to secure 
from the agent some kind of bond, or banker’s guaranty, 
covering the cost of the samples as security for their return 
upon demand, or for the payment of such sums as may be 
realized from their sale locally when their usefulness as samples 
is finished. Since samples of almost any kind of merchandise 
deteriorate after they have been used as samples for some time, 
it is usually the practice to stipulate the reduced value for 
which the agent shall be held responsible at a given time in 
the future. This isin line with the general principle of cooperat- 
ing frankly and generously with the agent for the development 
of business to mutual profit. 

One of the specially vital parts of any understanding 
between principal and agent is the distinct defining of the 
agent’s powers and responsibilities as representative of his prin- 
cipal. If he is to be allowed to collect money from customers, 
then it should be so stated; if that is not allowed, then the 
terms of the contract ought specifically to prohibit his doing 
anything of the sort. While it may seem a measure of safety 
to the manufacturer to prohibit the agent from making any 
collections, yet it not infrequently happens that it is a great 
convenience to the manufacturer to allow the agent to make 
certain collections, especially when customers are cramped for 
funds and wish to pay in small instalments. If the moral 
character of the agent is of the right description, there is not 
often much danger in giving him this latitude. 

It must be thoroughly understood that an order in inter- 
national trade is, or ought to be, a rather sacred document. 
Orders taken by salesmen ought to be accepted by manu- 
facturers, no matter what their terms. If those terms are not 
satisfactory in any respect, the manufacturer may much better 
stand his loss, if any is involved, than to refuse the order. His 
recourse then is on the salesman, not in a financial way, but 
through proper reproofs or his discharge. Accordingly, the 
terms and the fashion in which the salesman is permitted to 
solicit and accept orders on behalf of the manufacturer must be 
most carefully detailed. It is usually as well to put provisions 
affecting orders in printed form on the face of the order blanks 
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as it is to rehearse them in an agent’s contract; but, when 
this is done, such provisions should be imprinted in the language 
of the country where the orders are booked, not in English, 
in order that the buyer may thoroughly understand the con- 
ditions under which he is placing an order, because in most 
countries of the world orders are signed in duplicate by both 
the buyer and the salesman representing the factory. The 
buyer must be supposed to understand what he signs, 
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CHAPTER XVII 
DIRECT EXPORTING—THE USE OF THE CABLE 


Importance of the Use of the Cable.—Every house that 
does a considerable export business has occasion sooner or later 
to send and to receive cablegrams, and with the growth of the 
business the use of the cable is bound to become more frequent. 
In fact, the export executive usually employs the cable and 
encourages his customers to employ it more and more with the 
growth of his experience, because it may be utilized in several 
ways to his advantage. In the ordinary course of every-day 
business, cablegrams are used in making offers and counter- 
offers, in transmitting orders, in notifying desirable customers 
of changes in prices, in making inquiries about goods or about 
shipments of orders, or giving advice in the same respects. 
The cable brings into immediate touch the buyer and the seller 
just as does the telegraph here at home. The higher costs of 
cablegrams should not deter the use of them; they have simply 
to be charged against the cost of doing export business. The 
emphasis, on almost anybody’s mind, of the receipt of a cable- 
gram, no matter how accustomed one may be to them, lends 
each such message a special importance and practically 
insures immediate attention to its contents. In the case of all 
commodities subject to rapid fluctuation in price, the transac- 
tion of business by cablegram only, is indispensable. Offers 
for grain, cotton, coal, lard, cottonseed oil, and many other 
staple products are always made by cable, and orders are 
received and confirmed by cable. Some export executives urge 
all of their foreign customers to transmit their orders for all 
sorts of goods by cablegram whenever possible so to do, pointing 
out to the customers the saving in time in the receipt of the 
order and the consequent dispatch of the goods, and laying 
stress on the importance that every one instinctively attaches 
toacable order. The cost of promoting and developing busi- 

264 


GETTING EXPORT BUSINESS 265 
4 
ness in this fashion is not excessive, and the export executives 
just referred to are firmly of the opinion that they are getting 
sufficiently larger business through quicker repeat orders and 
through the friendly relations thus further promoted to offset 
those costs. 

It is on all accounts necessary for any exporter to understand 
the whole matter of cabling and of cable codes and to learn 
how to carry on his cable correspondence in the most economical 
fashion. It will be remembered that each word, including 
the address and the signature, is charged for. Reduction of 
the message to the fewest possible words, therefore, saves 
expense. However desirable such economies may be when the 
cable rate is three dollars or more per word, they seem rather 
undesirable when cable rates to a given point are, say, twenty- 
five cents a word, especially when lack of clearness or emphasis 
is likely to result from curtailment of the message. 

Preliminaries to the Use of the Cable.—First of all, an 
exporter must register with the competent telegraphic or cable 
officials a one-word form that will represent his firm or company 
name and the street and number to which cablegrams should 
be delivered. The word chosen for the address should be 
selected after consultation with officials in order that it may not 
conflict with established rules or with other addresses already 
registered, and that it may be so devised as to reduce liability 
to error by transmitting or receiving clerks through the con- 
fusion of the telegraphic symbols representing the different 
letters in the word. It is often possible and desirable to 
register more than one address, and costs are reasonable. For 
example, if an exporter is doing business with several different 
importers in the same foreign market, a special cable address 
may be given to each importer to use in addressing the exporter, 
that special address identifying all messages coming from that 
market as having been sent by the importer in question and by 
no one else, without requiring signatures. The economy of 
omitting one word in a message (the signature) may be con- 
siderable when many cablegrams are exchanged annually. 
This is useful also for traveling salesmen in foreign markets, 
who are certain to have many messages to send back home. If 
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a salesman has one special cable address for the home house 
which no one else will use, his messages are immediately 
identified from the address alone. 

Cables for General Correspondence.—Cablegrams are, or 
always ought to be, transmitted in code language. When one 
word can be made to do duty for a whole sentence of ten or 
twenty words or more, the saving effected makes possible the 
use of cablegrams the cost of which would otherwise be 
prohibitive. here are published code books designed to 
include the phrases ordinarily used in the general transaction 
of business, such, for example, as Bentley’s, the A B C 5th 
and 6th editions, the Western Union, Lieber’s, etc. There are 
special codes published intended to be useful in special trades, 
like Meyer’s and Shepperson’s in the cotton trade,the Universal 
Lumber Code for the trade indicated, Broomhall’s and 
Peterson’s for banking and stock-exchange transactions, the 
Engineering Code for machinery and allied interests, and so on. 
Of the general correspondence codes it is probable that 
Bentley’s and the A B C 5th edition with their latest improve- 
ments are those most widely used, but it is to be noted that 
while the A B C 5th edition is a favorite in Latin America and in 
some of the Continental European countries, its “improved” 
edition is prohibited in the United Kingdom owing to a conflict 
of copyrights, while its 6th edition is not yet widely distributed. 
All the five general correspondence codes mentioned are issued 
in so-called ‘‘improved”’ or “‘five-letter” editions. 

In the arranging of codes to be used in sending cablegrams 
and interpreting cablegrams received, consideration must 
first be given to the code used by the largest customers with 
whom cablegrams are most likely to be exchanged. Then 
there should be chosen a code that is in general use throughout 
the world. New codes and new editions are constantly being 
issued but some time is usually required to introduce a new 
code or a new edition before it comes into wide use. If an 
export executive takes a fancy to a new code, he usually must 
buy a number of copies to present to his best customers. The 
manufacturer or exporter who does not wish to purchase a 
number of the codes customarily used in international trade 
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may frequently avoid the necessity through friendly arrange- 
ments with his neighbors who are already in possession of some 
of the popular codes. He can arrange to have access to these 
codes owned by his neighbors and may reciprocate these 
courtesies by purchasing a different code of his own. All 
parties concerned thus gain the advantage of advertising on 
letterheads the use of all the codes to which they have access. 

Private Cable Codes.—With the growth of business, 
private cable codes may be devised to meet the requirements 
of a special industry, either by the exporter himself, if he has 
time and inclination to devote to the task the requisite knowl- 
edge and study, or by code experts who are likely to charge 
a considerable fee for their services. Since none of the general 
correspondence codes will be found to include a good many 
features that are desirable if not necessary in an individual 
business, they must evidently be supplemented by code expres- 
sions covering these necessities. All of the codes mentioned 
include several thousand code words opposite which blanks 
are left for the express purpose of making these words available 
to individual needs, but in making additions to these codes of 
phrases found necessary in a special business, care must be 
taken that the new phrases are so listed by subjects as to be 
easily found when wanted. And, of course, a significance once 
attached to a code word must be permanent and all corre- 
spondents abroad must be notified of that interpretation. 

Code words, it has already been remarked, ought to be 
assigned to each article and each size or variation of an article 
in all export catalogs. Similarly, code words ought to be 
assigned to each invoice and to each item in an invoice. This 
is for the purpose of facilitating cable inquiries or references 
to articles, placing orders for goods, duplicating shipments, etc. 
The effort to include in catalogs an abbreviated private cable 
code applying to the goods cataloged is usually uncalled for 
and should not be attempted unless the compiler of the 
catalog is at the same time a cable-code expert. Apart from 
the identification by special code words of the articles cataloged, 
any general correspondence relating to them is almost always 
adequately covered by the general code books in satisfactory 
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fashion, at least up to the time when business relations necessi- 
tate the preparation of a complete and scientifically devised 
private code covering all, the ramifications of the business 
involved. 

Regulations Affecting Code Messages.—If a private code 
is to be compiled, the established rules of cable companies 
must be carefully studied. No code word is accepted at the 
established rate per word that is over ten letters in length and 
the rule has been'that all code words must be pronounceable. 
This rule should be followed, although of late, it has not been 
strictly enforced. Code words are, however, seldom originated 
by compilers of private codes. They utilize long lists of com- 
binations of letters already compiled for the purpose. Modern 
ideas in cabling involve the combination in one ten-letter code 
word of two-code indications, each of five letters only. The 
so-called ‘‘improved”’ editions of the old codes give both 
the former ten-letter words and the new five-letter words apply- 
ing to the same phrases, in order that the codes may be utilized 
both by owners of old editions and by those who purchase the 
new editions. Cable tolls are cut in two by the use of the new 
five-letter words. There are also various systems, some of them 
simple, others most complex, through which four or five mes- 
sages may be conveyed in a single ten-letter word, and even 
systems by which a combination of twelve or more letters 
may be condensed into one of ten letters. Attention to these 
systems may be postponed until the growth of an exporter’s 
cable correspondence makes such study desirable. 

Mutilations and Responsibilities for Errors in Code 
Messages.—Mutilations in cable messages, especially when 
unusual and what seem like freak code words are used, is 
naturally common and inevitable. Sometimes such mutila- 
tions are easily identified and corrected. Sometimes a good 
deal of ingenuity and time are required to endeavor to trace 
the word that ought to have been received. Several of the 
general correspondence code books include tables designed to 
help in the correct interpretation of mutilated messages, 
especially lists of all the code words in the book arranged by 
terminations. Ifa mutilation has occurred in the first letters 
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of the word, reference to other words having the same termina- 
tion may identify the code word that ought to have been 
received. The regular alphabetical arrangement in the code 
book checks the first letters of the word. Whenever it is 
not possible to make certain beyond doubt the correct word 
that was originally transmitted but was received in mutilated 
form, request should be made of the cable company to repeat 
that word in the message in question. Sometimes a whole 
message has to be repeated. This may involve expense, but 
guess work should never be indulged in by any exporter, above 
all when a wrong interpretation may mean heavy loss. 

It should be carefully noted that figures ought never to 
be transmitted by cable. If it is necessary to cable 731, it is 
better to write out the words seven thirty-one even though the 
expense of an extra word is necessitated. There is absolutely 
no check possible when figures alone are cabled and one can 
never be sure whether 731 or 631 or 741 was originally written 
by the sender of the cablegram. 

Responsibility for errors in the transmission of cablegrams 
may legally be placed on the cable companies involved, if 
negligence can be proved, but in the case of messages in code 
this is a difficult if not impossible task. It is usually the 
exporter hirnself or his foreign correspondent who will have to 
shoulder losses that may have occurred through mistakes in 
cablegrams in code language, and this responsibility devolves 
on one or the other party, according to whichever one origi- 
nated the cable transaction. 

It is the duty of the export executive to guard so far as 
possible against mistakes of cable clerks in transmission of 
messages. Each cablegram ought to be written by typewriter 
and each word in capital letters with a space between the letters 
and several spaces between the words. The lines of the mes- 
sage ought to be widely separated so that the reading by the 
clerk who is to transmit it by wire will be easy, letter by letter 
and word by word. 

All cablegrams sent or received should be immediately 
confirmed by mail with a reproduction of the exact wording and 
spelling of each word in the message and the interpretation of 
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each word. This again is a further illustration of the exact- 
ness required in all export transactions. There must be no 
mistakes, above all, in the case of cable communications. 
The coding and the decoding of messages should always be 
checked by at least two persons. 

General Correspondence by Cable.—The possibility of 
promoting orders by cable has already been touclied on. 
This can be carried further. One export manager, in endeavor- 
ing to get the trade of a newand desirable customer, deliberately 
writes letters in such a fashion as to incite special replies and 
objections in such a manner that it will be easy to return a reply 
to the customer’s reponse by cable, thus succeeding in initiating 
the direct and intimate relations which are so desirable and 
give to the cabled argument an importance and an emphasis 
to be secured with difficulty in a letter arriving perhaps several 
weeks later. But general correspondence over the cable may 
advantageously be carried still further by the adroit export 
executive. A comparatively few dollars expendedin New Year 
or birthday greetings by cable are worth all they cost, and it 
is comparatively easy to transmit correspondence of this kind 
in any of the usual commercial codes, but such messages are 
worth while even if plain language is employed and paid for. 

Technical Trade Operations in Cablegrams.—One of the 
advantages of using a special private cable code, or at least of 
having special private cable words applying to a manu- 
facturer’s special products in all sizes and variations, and to 
items and invoices, is the fact that the technical descriptions 
of the manufacturer’s products are not to be found in the 
ordinary commercial code book. Even the special codes 
devised for particular trades are conspicuously lacking in many 
terms applicable to any individual manufacturer’s products and 
requirements in business. In the beginning an ample supply 
of blank code words will be found in any of the usual code 
books, which, as has been noted, may be utilized for the 
exporter’s private purposes, but in due course of time in the 
growth of the exporter’s business his own private code ought to 
be evolved. This requires a tremendous amount of very care- 
ful study and consideration and the cost of the codes is corre- 
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spondingly heavy. Although such codes are usually employed 
only in transactions with large and firmly attached customers in 
other countries, yet having once prepared them and borne the 
initial expense it would seem that the adroit export executive 
might very well make a special feature of them in corre- 
spondence with new or even prospective customers. Their 
existence, even copies of them sent to merchants abroad, no 
matter if only prospective customers, may form the subject of 
a very interesting personal correspondence aimed at develop- 
ing the interest of the prospect in the export executive's 
proposals and relations with him. As we shall see in the next 
chapter, development of large and friendly business relations in 
foreign countries just as in our own country, involves a great 
deal more than merely quoting prices and offering goods. 
The actual and the prospective use of the cable in the develop- 
ment of possible new business as well as old business is one 
of the matters to which the exporter must give special inter- 
ested attention. 
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CHAPTER XVIII 


DIRECT EXPORTING—MODERN SALES METHODS 
APPLIED TO EXPORTING 


Cultivation of Markets.—Sales management has been 
developed to a science here at home in our domestic trade. 
It can be, and ought to be, extended to foreign trade, with a 
few modifications—chiefly those dictated by a knowledge of 
the psychology of other peoples of the world. Experience 
has shown how necessary it is to preach and to teach this 
idea, for it is one of the curious characteristics of too many of 
our exporters that the ancient idea persists, namely, that 
export customers from other countries come to us and ask us 
for our goods, that all we have to do in any case is to tell the 
prospect abroad what our prices are and an order is bound to 
follow. 

The really intensive cultivation of markets in other countries 
comes, perhaps, after the export executive has made a start 
in getting some export business, even though the making of 
that start in the right way and to the best advantage is one 
of the most difficult and perplexing problems that presents 
itself to the export executive. Friendliness, sympathy, 
personal acquaintance with customers and agents are the 
main things when business relations have once been established. 
Getting the most out of the possible trade of a market, 
securing more new buyers for our goods, depends on cultiva- 
tion of the agents and customers based on a thorough knowl- 
edge of the market and of its possibilities; indeed, of the 
personnel of the market. 

A ‘‘Who’s Who” of Foreign Markets.—It is hard to under- 
stand how any export executive, who wants to increase his 
export business to the largest possible extent, can escape the 
ambition and the desire to learn as much as possible about 
that business and especially about the personnel of foreign 
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markets. It seems only the natural instinct of an aggressive 
business man, above all of a sales executive, to know who are 
buyers of his goods, to whom he is selling, and whether he is 
selling all he might to them; who are not his customers and 
why not, and what may be his chances of gaining new 
customers. 

Whether business is done directly with customers in other 
countries or whether trade is developed solely through export 
merchants or commission houses, or foreign sales develop- 
ment is entrusted to a combination manufacturers’ export 
agent at an American seaport, still in any event it is highly 
desirable for the export executive himself to have at his elbow 
his own personal, privately compiled ‘“‘Who’s Who”’ of foreign 
markets. 

This may take the form of a card index, which may perhaps 
begin in a small way, but should be capable of almost indefinite 
expansion. It should be arranged by countries, by cities 
under countries, and by merchants under cities. It should 
bring immediately under the export mamnager’s eye the 
essential details of doing business with a given country, of 
the characteristics of a given city and the chances that he has 
for business in that city. This subject will here be considered 
at some length because, while so obviously desirable, indeed 
essential, it seems to be commonly neglected, if not forgotten. 
No manufacturer ever should surrender his rights in his own 
goods. He always ought to know who is buying his goods, he 
ought to know the names of the ultimate buyers and ought to 
become acquainted with them, on paper at least, no matter 
if export commission houses are not anxious to tell him about 
the ultimate destination of goods which they purchase. The 
principle must be emphasized that the manufacturer seriously 
intent on building up a permanent and the largest possible 
export trade will always endeavor to learn as much as possible 
about business houses in foreign countries who are or ought to 
be buying his goods. 

It is not difficult to compile such a Who’s Who of foreign 
markets, but it cannot be done all at once. The task is a con- 
tinuing and a never ending one. The start should be made at 
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the very outset of the attempt to enter foreign markets, even if 
there are only two or three, or twenty or a hundred individual 
cards which can at first beyincluded. Giventhe export man- 
ager’s ambition to know what he is doing and what he wants to 
do, it follows that day by day he will have fresh information and 
more cardstoadd. Itis merely a case of ‘keeping everlastingly 
atity’ 

In the first place, on the cards indexing countries the export 
manager will enter everything which he believes essential for 
him to know about doing business with a given country, its 
principal seaports and how they are reached, the addresses of 
steamship companies plying to these ports, perhaps indications 
as to freight rates on his special commodities, mail and freight 
time, details regarding consular invoices if necessary, perhaps 
even abbreviated memoranda as to customs duties, or the 
kind of packing necessitated by import duties on his goods, 
and any peculiarities in laws and customs of the country in 
question. In short, all information likely to be of practical 
value which might possibly be overlooked if not in written 
and quickly available form, when business is being carried on 
with a great many different countries. 

Behind the index cards representing countries should be 
arranged index cards for the principal cities or commercial 
centers of each country. These cards may contain similar 
general information as applying to each city, its population and 
characteristics, what surrounding territory is immediately 
tributary to it, and how accessible. It may be noted that 
territory in one country is sometimes tributary to a commercial 
center in another country. For example, the town of Iquitos 
is on Peruvian territory but is reached through Brazil via the 
Amazon River. Certain districts in Colombia are tributary 
to Maracaibo, Venezuela. Details such as these come with 
the export manager’s experience and education. There may 
also appear on the city card the names of banks established in 
that city, perhaps even the names of local attorneys, as reliably 
recommended attorneys come to the export manager’s 
attention; possibly also, for use if the city is ever to be visited 
by a traveling salesman, the names of local hotels. 
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Knowing the Personnel of Foreign Markets.—Most 
important in an indexing scheme such as mentioned are 
the cards representing actual and prospective customers, or 
possibilities for sales, among local merchants. These cards 
should include a great deal more than the mere names and 
addresses of the local concerns. Many other details of a great 
deal of value as well as interest to the export manager should 
be included, as information is collected about the different 
merchants. For example, whenever possible it is a good thing 
to have a record of the names of partners in the local concern, 
or the managers or buyers, together with any intimate details 
regarding their personality and the language to be used in 
addressing them; for the shrewd sales manager, whether 
engaged in domestic or foreign work, cultivates and develops, 
so far as possible, the personal element in business relations. 
It is just as desirable for the export manager to know as much 
as possible about the man he is doing business with in a foreign 
country as the domestic traveling salesman finds it to be at 
home. On these individual cards there will, of course, 
appear a description of the kind of business that the house in 
question is carrying on, the varieties of merchandise that it 
handles, its comparative importance in its market and in its 
line. There will be details of its record in business from its 
establishment, of its commercial rating and financial status 
in as great detail as can be secured, the names of its bankers 
and of its suppliers, both European and American, what goods 
are bought from each, of competitive or non-competitive 
description. 

The export manager wishes to know whom he is selling, 
whom he is not selling, whom he ought to sell, and how he 
ought to sell them. On cards representing customers, he will, 
of course, enter a record of business done with each customer, 
terms and payments, and an epitome of correspondence 
exchanged so far as it bears on the transaction and develop- 
ment of business. 

There will appear among these individual cards, names not 
only of merchants but of agents, with indications of what 
manufacturers each agent represents and any details about his 
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business which can be learned. If the manufacturer himself 
maintains an agent in a given town, his obligation and interest 
are not ended, are only begun, by the employment of that agent. 
He must know about the local concerns to whom the agent is 
selling and why he is not selling other possible customers. 
As will be understood better the more the subject is studied, 
greatest success in export trade, as well as domestic, is attained 
through close and intimate cooperation with agents and with 
customers; and. a card index such as described assists 
immensely. 

It is probable that the compilation of a card index, or 
Who’s Who, of foreign markets may appear at first as a highly 
difficult and complicated if not impossible task. On the 
contrary it is a comparatively simple matter, merely involving 
constant thought and interest. The beginnings, as has been 
suggested, may be and naturally will be small. It is possible 
to secure general information about countries and towns from 
all sorts of books of reference. More technical details can be 
added whenever and as fast as they may be learned. Names 
and addresses of merchants and agents may be obtained from 
many sources. Lists may be secured from the Bureau of 
Foreign and Domestic Commerce of the Department of 
Commerce, from bankers interested in foreign trade, from 
trade organizations, sometimes from local Chambers of 
Commerce, and lists are supplied to advertisers by export 
trade papers, in fact from all sources of information mentioned 
in preceding chapters as available for purposes of investigating 
trade opportunities. Some of these lists may duplicate others, 
but from a comparison of the lists a fairly good start can 
be made onthe cards representing prospects or possibilities 
in different countries and cities. In some cases the lists 
themselves will include certain information as to the kind and 
extent of the business of the different business concerns whose 
names appear, which may be added to the cards. 

Further information regarding each individual house will be 
gathered from time to time, together with new names of possible 
customers. Commercial and status reports may sometimes be 
secured regarding what appear to be the principal houses, or 
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regarding concerns with which prospects of doing business 
develop. Every opportunity of securing information about 
each house should be sought and every scrap of information 
added to the card representing that house. In conference 
with other manufacturers, discussion regarding trade in a given 
market will almost always develop particulars about business 
transactions with some foreign customers. Every time one 
meets a foreign salesman returning from a trip abroad he may 
be asked about the personality and the characteristics of the 
business houses whose acquaintance he enjoys in different 
cities. If one has access to local foreign directories, or sees 
foreign newspapers, a good deal of information is to be gathered 
from the advertisements of local concerns appearing in such 
publications. In other words, only a moderate amount of 
ingenuity is called for, in addition to the keen interest and 
constant attention which are essential characteristics of the 
competent export manager. 

Market Analysis——Here at home the domestic sales 
manager who operates on scientific lines makes it his business 
to know as accurately and thoroughly as possible what the 
possibilities are in each territory that is cultivated, what its 
actual consumptive capacity is, what competitors are operat- 
ing in the territory, and what the share in the trade of each 
competitor may be. Something of the same sort is possible 
in the markets of other countries of the world, although statistics 
and trade information in many of these other countries are not 
so full, complete or detailed as information which the domestic 
sales manager finds available at home. Still there is a good 
deal that the export executive can accomplish along similar 
lines. He has at his disposal, first of all, our own Government 
statistics of American exports by articles and countries of 
destination. He is also able to obtain foreign Government 
statistics showing imports into each country of the world by 
articles and by the different countries from which the imports 
are derived. He has at his disposal also specific reports, which 
may be secured through the Bureau of Foreign and Domestic 
Commerce, the Department of Commerce, at Washington, 
which may be obtained for him, if not already on hand, and 
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relating to his specific commodities, collected by the United 
States consuls, commercial attaches, trade commissioners, and 
other officials of our Government abroad. The manifests of 
outward bound steamers from New York and from other 
American ports may be watched to see what goods of similar 
description to those handled by the export executive are going 
forward week by week to given destinations. Such steamer 
manifests may be printed by private authorities or in some of 
the daily newspapers of New York and other cities. In at 
least one branch of industry, American manufacturers have 
been known to go so far as to maintain special clerks entrusted 
with the duty of watching the steamship docks in New York 
and reporting on shipments of the special goods of interest by 
each steamer, their quantities and the names of the several 
exporters and consignees as betrayed by marks on cases, dock 
receipts, etc. It is further possible for the export executive, if 
he so desires, to obtain from’ some of the principal ports of the 
world daily or weekly transcripts of the manifests of arriving 
steamers at such ports, giving the quantities of certain kinds 
of merchandise that are received by each steamer, no matter 
from what country it comes, with indications of the local 
consignees. 

Statistics, no matter how elaborate and impressive volumes 
of them be, are sometimes disappointing, even those of the best 
devised statistical records of the most advanced governments. 
They often do not show figures for the specific commodity in 
which the export executive is personally interested. Moreover, 
while the government statistics of a few of the most highly 
developed countries are quite the equal of those of the United 
States, still the statistics of other countries of the world leave 
a gréat deal to be desired and are often two or three years out 
of date. However, it is frequently quite possible to reason 
from analogy, that a statement of certain facts and conditions 
relating to some article or some branch of industry is likely, 
it may be is pretty sure, to apply with equal force to another 
article closely allied to the first; that if a market exists for 
one article which is imported to a certain stated extent, there 
ought to be no good reason why a market should not exist also 
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in the same country, or should not be susceptible to develop- 
ment, for another quite similar article. Even more important 
than any other sources of information which the export 
executive may have, are the reports from his local agents 
abroad to which subject reference will be made presently. In 
one way or another the export executive must try to gain as 
comprehensive and at the same time as detailed knowledge 
as possible of every foreign market where he tries to establish his 
own business, and he should develop this knowledge as much 
as possible. 

Knowing the Market.—There is something more to be 
known about each foreign market than the extent of its trade 
and the course of that trade from month to month, or 
year to year. There are considerations of its climate, of its 
seasons, of the religion of its people, their customs and their 
holidays and festivals, all of which may have an important 
bearing on the fashion in which the export executive may try to 
develop a market and on the specialized attention he may give 
to it. 

Of course, the export executive must know all about the 
location of countries and especially their relative relations to 
the United States, together with their populations and the com- 
parative percentage of that population which includes those 
able or likely to be consumers of the special products that 
are to be marketed. If India has a population of perhaps 
350,000,000 souls, that by no means argues that there is a 
similar number of buyers for manicuring preparations, for 
instance. The native population do not know, cannot use, or 
afford to use, such preparations and the number of buyers for 
manicuring goods is comparatively limited in India. On the 
other hand, every man and woman in India is a buyer for 
some kind of cotton cloth. Then the export executive must 
know all about the principal trade centers of each country, 
how they are reached, their ports, the territory that they 
serve round about them, and every detail that will make 
them thoroughly understood. 

Equally as important an inquiry may be that as to the 
climate of the country in question. Mention has already been 
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made of the fact that the greater number of export markets for 
American goods are tropical or subtropical in climate and that 
the only markets that enjoy a temperate climate like that of 
the middle belt of our own United States are those in northern 
Europe and northern Asia. The fact that Brazil, for example, 
has a hot climate should serve at once to eliminate it as a 
possible market for a manufacturer of ice skates. The mere 
knowledge of the general character of the climate of the country 
may affect the kinds of goods or variations in character of goods 
which a manufacturer may wish to offer in that country. 
Yet a more intimate acquaintance, available to everybody 
through encyclopedias and other works of reference, may 
demonstrate the existence of several kinds of climate within 
the boundaries of a single country. China stretches from the 
south to the north and there is a marked difference in the 
climate of the two extremes,'so also in Australia. In a good 
many of the Latin American republics populous and important 
trade centers are situated high up in the mountains in the 
interior; hence requirements and demands of trade along the 
tropical sea coasts may differ materially from demands not 
many miles distant in the same country but from 6,000 to 
12,000 feet above sea level. Vera Cruz, for example, is 
essentially a hot, tropical place. Mexico City, a few hours’ 
railway ride, climbing up almost 8,000 feet, is cool enough to 
require rather frequently light overcoats in the evening. In 
the so-called winter, oil, gas or electric heaters are a great 
comfort in offices and homes in Sydney or Melbourne, Australia; 
there are cold winds, even if snow is never seen. Such heaters 
are not required in Brisbane, because that city lies much nearer 
the equator. These are illustrations of what ought to be within 
the knowledge of every man tempted to make an investigation 
of market possibilities, before ever any outside research work 
is set on foot. 

So far as seasons are concerned, the export executive should 
understand their characteristics in other countries of the 
world, for their bearing on doing business in different countries 
involves the export executive in making plans many months in 
advance. Importers in other countries have to anticipate 
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their requirements to an extent that is not often appreciated 
by those who know only our domestic trade. Import orders 
have to be placed from 6 months to a year in advance of the 
time when the goods will be actually required. It may be 
rather difficult for the exporter accurately to time his offers 
in such a fashion as to take advantage of buying seasons in 
other countries, but this is one of the problems that is sim- 
plified when he is represented on the ground by a local sales 
agent. 

Questions of religion, holidays, and festivals are in a way 
like those of seasons, in the cultivation of the trade of a foreign 
market. Religious festivals, saints’ days, and national holi- 
days may be of importance to the exporter when he is exchang- 
ing cablegrams with his foreign correspondents. A notable 
example is furnished by the variation between our own calendar 
and the Greek calendar in the markets of the Levant where, 
owing to the fact that the Easter holidays, for example, fall a 
week and more later than do the same holidays in our calendar, 
it is brought about that very little business is done and the 
majority of business establishments are closed in these markets 
for about 10 days at our Easter time. The same markets 
have the Christian Sunday, the Jewish Sabbath on Satur- 
day, and the Mohammedan on Friday. 

In all Latin countries Carnival is celebrated immediately 
before the advent of Lent, culminating in Mardi Gras the 
Tuesday before Ash Wednesday. There is a great deal of 
merriment and a very distinct trade during this season and in 
preparation for it, a trade involving not only sales of confetti 
and serpentines, toy balloons and so on, but modish attire for 
both men and women with a decided impetus to purchase of 
such luxuries as automobiles for the “Battles of Flowers” 
and other gaieties and parades in which the Latin peoples love 
to indulge. How this affects our manufacturers may be illus- 
trated by a fact, which once came under the author’s observa- 
tion, of an importer in Central America who lost ten thousand 
dollars through the arrival, too late for the Carnival, of ten 
automobiles, which might easily have been sold had they 
arrived two weeks earlier. 
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Appraising Possibilities—Judging Results——The export 
executive must in one way or another put himself in position to 
appraise possibilities for him in every possible foreign market. 
He should not merely take whatever business he may happen 
to get and be satisfied with it, hoping that next year he will doa 
little better. He should set a mark for his own trade, gauging 
that mark on some fairly definite knowledge of possibilities, 
and then at the end of the year he should judge the results 
obtained with a ¢old, calculating eye. He may be pleased if 
he has surpassed his trade expectations in a given market for 
the year-in question, but he certainly ought, if he has failed 
to equal expectations in that market, to criticise himself rather 
severely and seek to learn why and how he has failed. He wants, 
of course, to get the most business, and next year’s mark 
should be set ahead of this year’s; but he should have a fairly 
accurate idea of what he ought to do and he must study ways 
and means of getting, as a minimum, such a volume of business. 

Sales Quotas, Competitions, Prizes.—Just as the export 
executive should set a goal at which to aim year by year in the 
development of his business, so he may assign sales quotas to 
all of his foreign agents, distributors or branch houses. On 
the basis of what he knows about each market and what the 
agent or distributor has done each in his own market, the 
preceding year, the exporter may decide that during the com- 
ing year one agent will be expected to turninacertain amount 
of business, another agent in another territory a different 
volume of business. Such quotas are usually determined in 
the course of correspondence back and forth between the 
export executive and his foreign agents or distributors. The 
latter should be equally as desirous as the exporter himself of 
increasing the volume of their business and they will recognize 
the advantages of having a mark at which to aim. 

While no penalties are usually imposed for failure to reach 
an assigned quota of sales, there are advantages in offering 
prizes to agents or distributors, for exceeding the quota allotted 
to each. Good effects also are found by instituting competi- 
tions among the agents or distributors in all foreign markets 
with periodical reports of what the different connections of the 
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home house are doing each in his own market, of who is ahead 
in his quota, and who is behind. The good export executive 
aims at making a sort of family of all of his connections all 
around the world, one man in one country knowing who is the 
representative in another country. The prizes offered in any 
such annual competitions to exceed sales quotas are sometimes 
small amounts of money, perhaps a hundred dollars, or a 
watch suitably inscribed, or something of that sort, with 
sometimes a grand prize of a free trip to the home factory in 
the United States for the representative who most largely 
exceeds his quota. 

The idea of quotas is usually expanded and the different 
agents or distributors are encouraged themselves, each indi- 
vidually for himself, to set quotas for each one of their local 
clerks or salesmen to equal or exceed, all working together 
for the success of the whole. To the local salesman or clerk 
of any description who exceeds the mark set for him will be 
given, for example, an extra week’s vacation at fullpay. These 
prizes are offered not by the exporter in the United States, 
but by the local representative to his own employes for the 
sake of expanding his own business. 

Reports From Foreign Sales Representatives.—In the sense 
here used, the term foreign sales representative may be under- 
stood to mean a connection of the exporter’s of any description 
devoted to increasing sales for the exporter. Such representa- 
tives may be the manufacturer’s own foreign traveling salesmen 
or his own branch office, or a locally resident commission sales 
agent, or, ina more limited degree, a wholesale house operating 
as a sole distributor in a given territory. Reports from all 
such are to be sought and expected by the export executive. 
Of course, selling goods is the main purpose in life of all of 
them. They are not expected to be clerks so much as sales- 
men. None the less, the export executive in his own office 
must manage to get from representatives such as these as full 
and intelligent reports as possible regarding conditions of 
trade and its prospects in a given market, the personnel of the 
customers and changes occurring in it, what competitors are 
doing, new goods that are being offered and, when possible, 


Ex Ex—19 


284 THE EXPORT EXECUTIVE 


statistical advices as to the volume of business in goods 
similar to the manufacturer’s. Some representatives of the 
export executive will be qualified by nature to return highly 
valuable reports of this description, but other representatives 
must be taught and coached by the exporter as to what is 
wanted and required and how the report should be made. 
Something of this can be managed by having printed or mimeo- 
graphed report forms to be placed in the hands of representa- 
tives; but, for the tnost part, reliance must be placed on friendly 
letters of-reminder and instructions, to spur on the careless 
or forgetful representative. 

Cooperation With Traveling and With Local Salesmen. 
The export executive’s interest in and obligations to his own 
business are not ended when he dispatches a traveling sales- 
man to a foreign country or arranges for representation there 
by a local commission agent, nor even when he succeeds in get- 
ting orders from local merchants. He must follow up his own 
traveling salesman and he must cooperate constantly and 
generously with him as well as with his local agents. The 
exporter’s own traveling men should be constantly in receipt 
of friendly, inspiring letters from the home office, for there is 
nothing more detrimental to the exporter’s own interests than 
a discouraged salesman landing, perhaps sick at heart and 
homesick, in a forlorn, unknown foreign port. It goes 
without saying that the export executive will check up on his 
foreign salesman so far as he can and recall him in case of 
necessity; but, in the absence of such a recall home, the sales- 
man should be made to feel that he is a friend of the family. 
Since he is virtually his own boss so far away from any possible 
office control, advice and instructions from home should be 
proffered only in a friendly way as hints and suggestions. 

Similarly, as to locally resident commission sales agents, 
they too must be made to feel that they are part of the exporter’s 
large family and that the export executive has a personal 
interest in them and their doings, their families and their 
friends, no less than in the orders which are expected from them. 
They should be constantly inspired to fresh interest and 
enthusiasm, but always in a friendly, not in a didactic, way. 
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There are always hints to be offered as. to the best ways or 
novel ways of presenting the manufacturer’s goods and trying 
to sell more of them, stories of how other agents have done 
something strikingly good. Since the export executive, as 
has already been said, ought to know a good deal about each 
and every possible buyer for his goods in the agent’s market, 
it is quite in order for him to inquire of the agent as to what 
prospects the agent has with this one or that one, making the 
agent feel that the executive is thoroughly conversant with 
the trade and is working with the agent as nearly as possible 
as he would if he were personally present at his side. 

Cooperation With Wholesale Distributors and Retailers. 
When the export executive has arranged to give the exclusive 
control of his goods for a given territory into the hands of one 
wholesale house in that market, who buys his goods and resells 
them as it pleases, then the exporter’s cooperation, although 
of a rather different character than that just described, is 
not less important. The wholesale house, as the sole dis- 
tributor of the goods which it buys and pays for, may not be 
questioned, perhaps, as to the names of its customers, what it 
is doing with each one, and why it is not selling certain houses, 
or why certain other houses are not buying more goods, but 
it must be made to feel, all the time, that the exporter has a 
constant and very live interest in what it is doing and a keen 
wish to cooperate for the adequate and fullest possible develop- 
ment of business in the distributor’s territory. 

Something of this may often be accomplished through offers 
to assist the distributor by cooperating with his customers, 
who are usually retail dealers. It may be pointed out to the 
distributor that the exporter has no intention of going back 
of him and no wish to do so, but, on the other hand, is most 
anxious to cooperate with him, that his trade is too valuable to 
be lost and he need have no fears if the exporter tries to increase 
both his own and the distributor’s business by doing a certain 
amount of cultivation of the distributor’s retail customers. 
Some of the latter will be greatly flattered by an expression 
of interest in them on the part of the far distant exporter, 
even though business in the exporter’s goods is restricted 
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to the wholesale distributing house in the retailer’s immediate 
neighborhood. As has been repeatedly emphasized, the 
establishment of intimate, \personal relations between buyer 
and seller is bound to be advantageous to the seller and 
may be made highly advantageous to the buyer, since there 
are many hints and suggestions that may be offered that are 
worth real money to him. 

Service to Foreign Customers.—Perhaps there is no more 
abused word inthe vocabulary of business than “‘service.”’ 
We have the polite phrase with which we close so many letters 
“Always at your service,’ and all too frequently manu- 
facturers, in corresponding with actual or prospective cus- 
tomers, casually remark something like ‘‘We offer you our 
services.” These are empty phrases, usually meaning nothing 
at all; but service ought to mean a great deal and may be made 
one of the most important factors in building up trade in 
other countries. It may be’a very real and practical service 
as, for example, in the case of manufacturers of any kind of 
mechanical device which requires at least some education and 
training that it may be sold properly, operated properly, and 
repaired properly. Manufacturers of such devices must not 
be satisfied with merely shipping the orders that are received, 
they must make certain that the mechanisms work properly 
and give satisfaction when they arrive in the hands of buyers 
overseas. In some countries there are just as good mechanics 
and engineers as those which are available in the United 
States; but in a good many other countries men claiming to be 
mechanics or engineers are grossly ignorant and incompetent, 
at least when a new device of any sort isin question. Accord- 
ingly, manufacturers of such devices, to insure satisfaction 
with goods they ship abroad, must see that the simplest and 
most elementary instructions are supplied either in printed or 
in mimeographed form. They must manage to learn what, if 
any, trouble is found in the operation of their devices, and 
must know how to tell the foreign buyers how to remedy 
these troubles. The best way is, of course, always to accom- 
pany the initial shipment to a possibly large market with an 
expert mechanic from the factory to instruct the customer. 
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Service may also be extended to foreign buyers of all sorts 
of goods. -There are always suggestions to be made of more 
attractive or efficient ways of reselling goods, of novel window 
displays or arrangements for counter or floor displays, of new 
ideas in advertising, with or without electrotypes. Such things 
as these may be urged, or better suggested, by the exporter 
in letters to his agents and customers, or in printed leaflets, or 
in the form of a monthly market letter, or again sometimes in 
the shape of a little house organ. Personal notes of interest 
regarding the doings of the agent in Buenos Aires, or some 
successful stunt that the agent in Johannesburg has recently 
put over, will prove of value perhaps to another agent in Mel- 
bourne. At any rate, things of this sort go a long way toward 
cultivating and developing the personal interest and the closer 
affiliation of the large family of the exporter’s foreign 
connections. In some large export departments a special 
service bureau is maintained for the sole and express purpose 
of cooperating in ways such as those suggested with foreign 
agents, distributors, and retailers, endeavoring also to promote 
an esprit de corps among all the manufacturer’s connections, 
assisting them to do more business and better business. 

Service helps to dealers may include tangible things, utilized 
in other countries to advantage as well as here at home; for 
example, free samples in some lines of business for distribution 
to the ultimate consumer, the customers of the retail dealers. 
Effective posters, display cards, and cut-outs, may be even 
more successful abroad than at home, because they may there 
be more novel or less frequently used. Such retail helps may 
be utilized even when business in a given market is confined to 
one wholesale distributor, but in this connection only through 
cooperation with the distributor or by his advice and direction. 
He may be inspired thus to cultivate his retail customers or 
they may be cultivated directly by the United States manu- 
facturer. 

Cooperation Through Correspondence.—A whole chapter 
has already been devoted to the importance of sales corre- 
spondence in any export business. It is clear enough that the 
greater part of cooperation to be offered by an export executive 
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to his agents and distributors in other countries must be in 
the form of written letters. Even when monthly trade letters 
or printed house organs are used by the export executive, still 
they ought to be supplemented by correspondence of a more 
intimate and personal nature. It is always possible to make 
excuses for writing letters that will prove interesting to agents 
and their distributors. As any salesman understands the 
immense importance of a personal and intimate friendship 
with his customers, with a little ingenuity and resourcefulness 
it is not difficult*for the export executive, from his office, to 
cultivate an altogether similar impression merely through 
correspondence. The advantage of knowing the names of the 
individuals connected with the business of foreign customers 
and prospects has already been emphasized. Those names 
may sometimes be utilized in correspondence as may the 
names of individuals who sign letters that are received by the 
export executive from abroad, and intimate details connected 
with local trade conditions in foreign markets may be learned 
and written of understandingly, all for the purpose of impress- 
ing the agent or distributor with the real and personal inter- 
est of the export executive in the other’s business. 

While correspondence in support of established agents and 
customers in all countries may be of essentially the same general 
character, yet it may be modified by an understanding of the 
psychology of business men of different nationalities, a knowl- 
edge which will grow with experience. Friends and trade 
relations throughout Latin America are much less formal in 
their disposition and much more given to placing emphasis on 
personalities in intimate relation to business transactions than 
are similar connections in Australia or South Africa. That 
the latter are more formal and ‘‘strictly business” in their 
business correspondence does not mean that the establishment 
of intimate personal relations is not just as desirable in their 
cases as in any others, but perhaps a different way of cultivat- 
ing those relations may be advisable. With the Latin American, 
the assumption that the very first order establishes the rela- 
tion of personal friendship, as well as of business connection, 
will be entirely in order, in fact will be expected. It might be 
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resented by business connections in other parts of the world, 
even in Spain itself, although in a way Spain may be called the 
“Fatherland”’ of the Latin American peoples. 

Above all things, the export executive must strenuously 
avoid the all too common practice of merely sending a printed 
form acknowledging receipt of orders from foreign agents or 
distributors or a printed notification of the dispatch of ship- 
ments. Such opportunities for the cultivation of friendship 
and good-will are far too valuable to be wasted by failure to 
send highly personal and individual letters. Other occasions 
for correspondence may be devised with one excuse or another, 
but the aim must continually be to keep in frequent and friendly 
touch with all desirable connections of the export trade. 

Credits and Collections as Sales Adjuncts.—Any one 
will acknowledge that it is a ticklish and sometimes difficult 
matter to handle delicate credit and collection matters tact- 
fully. They may, however, be handled not only with tact and 
to get the results desired, but even be utilized as assistants 
to the sales efforts of the export executive. If there be any 
question about the credit standing of the prospective foreign 
connection of any description, still his trade may be wanted 
on terms that are judged safe by the exporter. In any event, 
there is nothing to be gained by antagonizing the connection 
through roughness and rudeness. If he has to be told that 
no credit can be given him and that his orders will be only 
filled if they are paid for before the goods leave this country, 
or even by remittance accompanying his orders, still suitable 
excuses may easily enough be devised for such requirements 
and, to go even further, if business proffered by a correspon- 
dent abroad is not wanted under any conditions, still it is just 
as well to have that correspondent feel that the house in the 
United States is a fine one worthy of any man’s respect. 

So, too, with collection letters which sometimes become 
necessary, there is much more at stake than merely getting 
money that is due. No matter how near exhaustion the 
patience of the export executive may be in some cases where 
delays have almost exasperated him, still he must always 
remember two things: first, that there may be many things 
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justifying the attitude of the customer abroad, which he does 
not and cannot very well understand at so great a distance 
from the customer, and, secondly, that the forcible collection of 
debts in distant foreign countries is always extremely difficult 
and, even when possible, is always very expensive. Moreover, 
no matter how exasperated the export executive may be by 
repeated postponements of payment for overdue accounts or by 
repeated requests for the extension of drafts or acceptances, still 
such demands may.be made necessary or justified by temporary 
conditions in thé foreign market in question, and the status 
and paying disposition of the customer may be improved later 
on. An adroit credit manager or export manager may so 
utilize these delicate operations of extending, or refusing to 
extend, credit and of attempting to collect overdue accounts, 
or arrange disputes of any sort, as to make them valuable aids 
in the development of his business. In any event, discretion 
and diplomacy will be more helpful than a display of rudeness 
and bad temper. 
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CHAPTER XIX 
MANUFACTURING AND PACKING FOR EXPORT 


The Order a Contract.—Actual transaction of export business 
begins with the receipt of an order. That order is to be 
regarded as a binding contract and must never be lightly 
regarded. Terms, conditions, and specifications must be 
rigidly adhered to. No deviations are possible, no guesswork 
permissible. Probably most orders are received in response 
to offers that have been made by a manufacturer or an exporter 
either by letter or through a traveling representative who may 
be assumed to have been fully authorized by his principals. _ If, 
as usually happens, the order is a full acceptance of the prop- 
osition made to the customer by the manufacturer or exporter, 
then the maker of the offer is definitely and finally bound, and 
there is no escape for him, no matter how conditions may have 
changed or what his new disposition may be. There is only 
one qualifying phrase that can be attached to offers which is 
or ought to be of any force, as relieving the exporter from full 
responsibility for his offers. That is the frequent qualification, 
“in case of strikes, fires, or other causes beyond our control, 
or acts of God,” or something to similar effect. Price offers, 
as has been pointed out, should be held good until acceptance 
unless a definite time for receipt of acceptance is clearly fixed 
in the offer itself. An attempt of manufacturers to safeguard 
themselves and withhold the privilege of acceptance or rejec- 
tion of orders on any other pretext is utterly unworthy, is 
petty and undignified, and by no means conducive to their 
prestige or to the building up of their business in distant 
markets of the world. 

Just as the exporter expects his customers to abide scrupu- 
lously by the terms of the contract orders which they place, 
so the exporter himself must consider himself similarly bound. 
If prices have advanced and the customer or agent has not 
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received notification of new prices, the order must be accepted. 
If prices have been reduced, and similar circumstances exist, 
general export policy usually dictates giving the customer the 
advantage of the reduction. Some large automobile manu- 
facturers have made indelibly favorable impressions on their 
foreign customers not only by granting the benefit of new and 
lower prices, but by crediting customers with rebates, to 
equalize with new prices the prices previously paid on stocks of 
machines remaining unsold on dealers’ floors when the new list 
went into effect. There is no good reason why domestic 
liberality.and diplomatic sales policies should not be even 
more effective abroad than at home. 

Rigid Exactness in Executing Orders.—Each export 
order, then, is to be regarded as a contract binding in every 
detail between shipper and customer, requiring rigid exactness 
in its execution down to the minutest detail of its specifications. 
Theoretically, every customer in placing an order should give 
the fullest and most detailed instructions as to his wishes and 
requirements—as to the goods, shipping, financing, invoicing, 
etc.—and in the absence of such instructions ought not to com- 
plain if the exporter exercises hisown best judgment. Manufac- 
turers ought always to ask customers for such instructions, and 
ask emphatically; but many customers assume that it is the 
manufacturer’s duty to know all about their requirements and 
those of their market. One of the ways in which a manufacturer 
may attempt to insure receipt of detailed instruction from his 
customers is to enclose, with each catalog and with each letter 
offering goods, a printed slip in blank asking for specific instruc- 
tions regarding any special packing that the customer may pre- 
fer or the market require, and for the exact phraseology to 
be used in consular or commercial invoices, if anything special 
is required by the customer’s custom-house authorities. 
Another way is to have spaces provided on order forms for 
such instructions. 

The ideal order includes complete specifications and instruc- 
tions; but orders may be received that are not ideal in every 
respect. Some details may be missing. If they are unimpor- 
tant, the exporter may feel justified in exercising his own best 
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judgment, but if details that by any stretch of the imagination 
may seem possibly important are not given, then further 
instructions should be demanded from the customer. If time 
permits, such instructions may be asked by letter. If neces- 
sary, they may be sought by cablegram. In one way or 
another, the exporter should be sure before he proceeds. If 
the question is as to terms of payment, then on no account 
must any attempt be made to execute an order until this vital 
question is determined to mutual satisfaction. In general, 
guesswork may be expensive; for if the manufacturer or 
exporter guesses wrong as to the intention and the wish of the 
customer, then it may not be difficult to place the responsi- 
bility on the exporter’s shoulders and involve him in consider- 
able losses. 

As has been remarked, orders are most often received as 
acceptances of offers that have been made; and if the offer 
itself has been detailed and specific then, though the order as 
received may be lacking in details, it may usually be regarded 
as safe to execute it in exact accordance with the terms of the 
offer that was made. Variations proposed by an order should 
be the subject of further discussion and negotiation until a 
mutual understanding is arrived at. 

Merchandise shipped on orders must conform exactly and in 
minutest detail to the specifications of the order, or to the 
sample of the merchandise that has been previously submitted, 
or to the description of the same merchandise supplied on 
previous orders. What may suggest itself to the manufacturer 
as an “improvement” on sample or previous shipments may 
not be so regarded by the distant customer, who wants goods 
exactly as he has had them before, or as he has approved of 
them otherwise. It is thoroughly characteristic of many 
markets of the world that tastes and styles do not change 
rapidly, that the self-same goods, the same colors and the 
same designs, which perhaps long ago passed out of vogue in 
the home market, are demanded regularly and continuously in 
another country as for 50 years past. 

It is the customer who is to be satisfied and it should not in 
the least matter to the original manufacturer whether the 
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customer’s demands seem old fashioned and ridiculous. If 
innovations and what are regarded as radical improvements 
have been made in an artitle, such facts should be impressed 
upon the customers by correspondence and orders received 
for old goods should be filled exactly as specified, while samples 
of the improvements may be submitted along with the old goods 
with the suggestion that future orders specify the latest and 
the best. The presentation of new goods and improvements 
on old goods forms one of the best excuses for sales letters 
to old, new, and prospective customers. 

_ Manufacture of Goods for Export.—In the manufacture of 
goods for export, there may sometimes be little if any variation 
from manufacturing similar goods for domestic trade, but in 
other cases special goods are desired or special attention 
required in some of the manufacturing processes. So far as 
standard goods are concerned, there is usually nothing required 
beyond unusually careful and painstaking attention in the 
course of manufacturing; but sometimes exceptional care has 
to be taken that goods be more thoroughly dried or surfaces 
hardened, if they are likely to become soft or sticky, in view of 
the fact that export merchandise has to undergo many days 
of voyaging through damp sea air, and possibly is to land in 
tropical heat. 

There is a great deal of discussion nowadays about the 
employment of the metric system, especially so far as export 
products are concerned, in place of the ordinary English weights 
and measures. The feasibility of adopting that system seems 
very doubtful. In certain industries it has been found possible 
and desirable to use it, as for example in the machine-tool 
industry, and metric weights are often employed in the drug 
and medicine trade. But, in general, to produce goods to 
exact metric dimensions or weights often involves almost a 
complete new manufacturing plant and an expense not usually 
or in most lines to be considered justified. On the other hand, 
metric equivalents may be closely approximated in the ordinary 
English dimensions and merchandise may be sold and even 
marked as of the nearest metric equivalents. 

Other variations are sometimes to be noted. For instance, 
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there is a difference between English and American practice 
in the threads on tubing, bolts, and nuts, and in the tools 
employed in cutting them, and manufacturers of such pro- 
ducts commonly have facilities for producing what their 
customers require. In principle, however, English weights 
and measures have been so widely introduced and are so 
generally known and recognized by large and important 
merchants all over the world that it is not necessary or advis- 
able at present to give serious consideration to the adoption 
of the metric system in manufacturing processes. 

The one great consideration in the manufacture of goods for 
export is to maintain quality invariably uniform and always to 
manufacture and ship goods in every respect equal to samples 
that have been shown or, if possible, better than samples. 
It has already been emphasized that a single export order 
means nothing. It is repeated orders and the growth and 
development of future trade which must betheaim. Recrimina- 
tions over goods delivered not like or not equal to samples are 
irritating enough in themselves; but the more important con- 
sideration is that they are costly through the loss involved of 
future business. Samples themselves should never be made of 
exceptionally good quality. They should be designed to 
represent exactly the merchandise that will be delivered when 
orders are placed. It is not to be expected that distant and 
strange customers will ‘make allowances.’’ On the other 
hand, they will expect goods precisely identical with the samples 
of which they approve. It is the merchandise itself, as delivered 
in the normal course of business, which must first secure 
approval and then build up trade. 

One of the advantages of having the export manager located 
at the factory itself lies in his ability personally to watch and 
inspect the goods being made in fulfilment of his orders as they 
progress through the works. When so located, it should be 
his interest as well as his duty to see that the merchandise is 
properly prepared as to quality and styles and kinds, and 
that it is ready for shipment at the necessary date. When this 
office is apart from the factory, for example, at seaport, he 
must watch carefully the factory’s export products. 
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Modifications in merchandise for export may be introduced 
to answer either one of two purposes. First, modifications 
from ordinary domestic merchandise may be desirable to meet 
the preferences of an individual customer or to develop more 
largely the trade of a certain market. Second, such modifica- 
tions may be desirable, if not necessary, in order to take 
advantage of certain export packing and shipping conditions. 

Changes Sometimes Wanted by Export Customers.—Modi- 
fications desired. by customers may be made when possible. 
They are usually desirable, as contributing to the better satis- 
faction and hence perhaps the greater trade of the customer in 
question. However, such modifications may call for a dis- 
cussion with the customer of the principles involved and possibly 
a good deal of educational work in explaining and impressing 
the real qualities and advantages of the products as preferably 
produced by the manufacturer. 

It is characteristic of all those who are most emphatic in 
their demands that changes in merchandise be made to suit 
them or their markets, that there is never any willingness 
expressed to pay higher prices for the altered and “‘improved”’ 
merchandise which they demand. Especially in the United 
States, where labor costs are much higher than they are in other 
great manufacturing countries, changes from established 
manufacturing routine and system always involve higher 
prices for the merchandise specially produced. The tempta- 
tion to manufacture special articles, in response to what are 
represented to be the imperative demands of one or several 
foreign markets, is not increased by the prospective trade in 
the improved article to be secured from a single customer only. 
Indeed, the total value of that trade in the whole market that 
it is reported may thus be secured, is such a doubtful problem 
that the usual manufacturer requires something more than 
theoretical estimates, or small trial orders from customers, before 
he is willing to undertake the task of making a special product, 
which must either involve him in large expense or necessitate 
an effort to sell at higher and what appear to him as prohibitive 
prices. This is the psychological attitude of most manufac- 
turers both in Great Britain and the United States. In both 
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exception open to conviction and prepared to do the necessary 
thing when they are convinced. 

It is a curious observation, however, that in a large propor- 
tion of the demands made for changes in goods these demands 
involve a return to old models or old methods long ago super- 
seded by modern and improved productions and methods. The 
old-fashioned goods may have become known and favored in a 
given market, or more often it is a case of the personal pref- 
erences of an individual in that market for characteristics 
with which he chanced to be acquainted many years ago. In 
either case, preference expressed and recommendations made 
are almost always to be offset by a patient, intelligent, and 
carefully conceived educational exposition of the advantages 
of the goods as they have been developed and perfected, often 
with a technical contrasting of the old and discarded models 
and methods with the latest which have supplanted the old. 

None the less, when all is said and done, there are undoubt- 
edly many changes that manufacturers may find it entirely 
possible to introduce and introduce easily, which will contribute 
to the satisfaction and the improved trade of foreign customers. 
The manufacturer’s indisposition thus to gratify the whims 
of customers is not a manifestation of adroit or successful 
merchandising ability. The rule should be that, whenever it 
is possible to do so, the customer’s wishes should be met, no 
matter what they may be. The “holier than thou” attitude 
is neither becoming to the exporting manufacturer nor likely 
to contribute to his success. 

Some Variations in Export Goods Desirable.—There are 
modifications that sometimes are desirable in the manufacture 
of goods for export in order better to adapt them for shipment 
overseas or to effect economies in such shipments. Chief 
among such changes in manufacturing which may be made is 
the adoption of the knocked down (KD) principle. As will be 
noted in a later chapter, ocean freight rates are frequently 
assessed on the basis of the cubic measurement of the packages, 
rather than on their weight. Every cubic inch by which it is 
possible to reduce the measurement of a packing case may 
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reduce proportionately the freight charged on that case. When 
cheap but bulky commodities are shipped, the reduction by 
even a foot in the measurement of the packing case may mean 
that the importer saves in the freight charge an appreciably 
large percentage of the landed cost of the merchandise. . Here 
is an instance where a real and profitable advantage may be 
discovered by the manufacturer in undertaking expense to 
change methods of manufacturing his export products. Many 
articles, not usually manufactured in K D form for domestic 
trade, may easily be so manufactured with the exercise of a 
little ingenuity. Not only may shipping space thus be saved, 
but security in packing and transportation may thus be 
improved. 

It should be remarked that the making and shipping of goods 
in K D form calls for the exercise of more than ordinary care 
and precaution. No K D article ought ever to be dispatched 
overseas until after it has been set up in completed form and it 
has been demonstrated that each and every part fits exactly 
and that each and every one is properly stamped or labeled as 
to the position which it is to occupy in the completed article; 
further, that each and every part, with all screws and bolts or 
whatever may be necessary, is actually packed and forwarded. 
One of the most discouraging and irritating things to the 
importer is to receive a product in K D form with parts 
missing, or parts that do not accurately join together. The 
author speaks from bitter personal experience. 

Stamping, Labeling, and Wrapping Export Goods.—Export 
packing problems rank among those which distinguish export 
from domestic trade. As will be explained, there are conditions 
connected with export shipping which differ radically from 
conditions encountered in domestic shipping. But, first, it will 
be well to observe some of the minor factors entering into the 
preparation of goods for export packing and shipment. First 
of all comes the proper stamping or labeling of goods. The 
phrase Made in United States, or something that will convey the 
same information as to the country of origin of the merchan- 
dise, may be regarded as indispensable, since it is absolutely 
required in some countries of the world and does no harm in 
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any. In this connection it is to be remarked that something 
more than the pride and satisfaction in his own goods on the 
part of an individual manufacturer is involved in supplying 
the best and most satisfactory merchandise possible. Since 
the country of origin must be or should be indicated on the 
goods, there is involved a certain jealousy of the national 
reputation of a whole country. 

Further in regard to the stamping or labeling of goods, it 
should be noted that misleading brands or statements are 
prohibited by the ‘‘pure goods” laws of many countries, and 
in any event, do not redound to the fame or the advantage of 
manufacturers guilty of such practices. Descriptions of the 
conterits of a package, or the composition of an article, must be 
honest and exact. <A further consideration as to the character 
of stamps and marks has been given in a previous chapter 
under the head of trade-marks. 

Next comes the question of preparing many articles in form 
suitable for display on retail shelves and counters. Attrac- 
tive cartons, wrappers, or other immediate containers for an 
article are almost invariably valuable sales helps and are sc 
recognized in the retail trade. This is one respect in which 
American manufacturers probably excel all others. A 
handsome, attractive, or convenient carton or package is 
undoubtedly preferred over brown wrapping paper by the 
retailer everywhere. But in some cases putting up goods in 
this fashion considerably increases their costs to the importer. 
A hundred pairs of shoes, each pair in an individual carton, 
will require nearly twice as much shipping space as would the 
same quantity of shoes in bulk, closely packed together. 
Furthermore, as will be shown presently, the custom house 
duties in the importer’s country may be very heavily increased 
by this method of packing. It is therefore a question for the 
importer abroad to determine, and one about which he should 
give specific instructions to the manufacturer, whether his 
merchandise should be attractively packed with the added 
salability derived from cartons, etc., and the ease in handling 
the merchandise in retail establishments, or whether the 
strictest economy must, be sought by omitting these accessories. 
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Another consideration in the same connection may be the 
advisability of printing labels, cartons, etc., in the language of 
the country to which the, merchandise is to be sent. The 
English labels and designs may not be the sales helps in a 
foreign country which they are at home. 

Criticism of Export Packing Practices.—The correct packing 
of merchandise for export has for many years been a question 
seriously debated and the text for a tremendous amount of 
cricitism on the part of patriotic citizens of every manufactur- 
ing country. German consuls and commercial attaches have 
criticized.German packing, English authorities have criticized 
English packing, while American critics have been little less 
than rabid in their caustic observations as to American pack- 
ing. It is interesting to note, however, that in a German 
export textbook prepared for commercial high schools, a 
tribute is paid to the excellence of American packing. The 
truth of the matter certainly is that export packing is perfected 
by experience, that experienced exporters pack satisfactorily 
and are not the subjects of criticism, that the occasional fragile, 
insecure or unsatisfactorily packed case is magnified by the 
critics of all countries into a type and made the text for long 
diatribes that are quite unjustifiable. 

About nine-tenths of the criticism of export packing 
practices comes from observers, more often than not consuls 
or others prepossessed by a‘purely local point of view, who 
elaborate at great length on the unsatisfactory preparation 
of shipping packages for ‘‘mule-back transportation,” or 
something of that sort, utterly unmindful of the fact that a 
very small and quite insignificant proportion of the world’s 
international commerce is ever subject to that kind of trans- 
portation, that for one pound of freight transported by the 
humble mule there are 1,000 pounds of freight transported by 
modern up-to-date appliances of some description. None the 
less, the problem of packing goods for export in the most satis- 
factory fashion possible is a serious one that must enlist the 
constant thought and study of every manufacturer who aims 
at greatest success in his export business. There are a few 
books and monographs that discuss this subject at length, with 
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comprehensive instructions, which should be studied by the 
export executive, who must suitably instruct his factory’s 
shipping department and supervise its operations on export 
goods. A few of the minor Latin American republics are the 
only ones where packing for the much emphasized ‘“mule- 
back”’ transportation is necessary. However, in regard to all 
markets and all orders, the one great, universal rule is, never to 
disregard or overlook the customer’s instructions. But pack- 
ing especially desirable for all markets should be studied. 

Successful packing for export involves a consideration of 
three problems: First, to pack for safe transportation; second, 
to secure cheapness in transportation charges; third, to promote 
economy in costs of goods to the foreign customer. The 
first of these conditions is the most important, namely, the 
insuring of the arrival of goods at destination safely and in 
satisfactory condition. 

Packing for Safety in Transportation Overseas.— Packing 
for safety in transportation involves a preliminary knowledge 
of the exceptional perils of ocean shipping and in some cases 
inland carriage. The goods have to be loaded on board vessel, 
unloaded, sometimes loaded into another vessel and again 
unloaded. When they are landed at a foreign port, they are, 
rather more often than not, transferred from ship to shore in 
row boats or clumsy lighters, and frequently there are crude 
conditions for receiving them on shore, storing them, carrying 
to local railways or river boats; and there exist in the less 
developed countries of the world those very rude methods of 
interior transportation generically referred to as “‘mule back,” 
which may include not only the mule but the burro, the horse, 
the camel, the llama, the human porter, etc. Essentially, 
however, the real problem is that of ocean transportation, the 
loading into and the unloading out of the steamer that carries 
the goods overseas. At home, the manufacturer’s goods are 
more or less tenderly placed in a freight car and travel without 
interruption, or, at any rate, are handled with equal tenderness 
through to domestic destination. 

When goods are shipped overseas they are handled in quite 
different fashion. It is one of the curious anomalies of modern 
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commerce that at but few parts of the world do there exist 
modern or scientific, even intelligently devised, methods of 
loading cargo on board steamers. The ages-old system is still 
employed as the same principle undoubtedly was in Tyre and 
Sidon. Packages of merchandise are dumped alongside a 
vessel. A number of packages are loaded helter-skelter in a 
crude rope network or sling the ends of which are gathered 
together and attached to a hook at the end of a rope running 
from a pulley high up at the end of a yard, operated by a 
donkey engine on the steamer’s deck. The load is hoisted up 
into the air, swung over the open hatchway and lowered down 
into the hold of the vessel. In this process the sling swings 
back and forth and bumps against everything in sight, and 
lands with a jolt at the bottom of the ship. A big, heavy case 
is just as likely as not to be loaded on top of a light and fragile 
package. 

In unloading the ship, precisely the same process is reversed. 
If goods have to be transshipped from one vessel to another, 
the double operation is again performed, as it is when the cargo 
is discharged onto lighters which are rowed or towed ashore 
from the ship’s side as it lies in the harbor, or oftentimes a mile 
or three miles off shore where there are no harbors. Strong 
and secure packing cases are obviously necessary to protect their 
contents when such rough handling is not only to be feared but 
is certain to be encountered. The lumber used in packing 
cases must be the best available and it must be properly and 
scientifically nailed or sometimes screwed together. The cases 
themselves must be strengthened with battens and encircled 
by hoop iron. The contents of the cases must be so packed 
that no damage will ensue if the cases are landed on their 
heads or fall on their corners. 

Protection must be given against the elements and against 
the dangers of improper stowing on board vessel. Every case 
shipped overseas may receive an occasional bath of sea water 
or at least be drenched with spray. It may lie on foreign 
wharves, sometimes for many days or weeks at a stretch, 
exposed to rain, sometimes tropical downpours and a boiling 
hot sun. The cases may be stored on board ship close to the 
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hot boilers or in company with leaky barrels of oil or other 
liquids. On all of these accounts the contents of cases must be 
protected by linings of tarred or other waterproofed paper, if not 
‘by hermetically sealed tin or zinc linings. Owing to the cost 
of the latter protection it is not often nowadays employed 
except when goods of very delicate character or very high value 
are shipped. 

Protection Against Pilferage.—Yet another form of protec- 
tion for safe transportation must be arranged. This is pro- 
tection against pilfering. This evil has increased in almost 
terrifying degree since the close of the World War.’ Wharves 
and docks everywhere, all around the world, are infested with 
bands of thieves preying upon unprotected merchandise 
awaiting shipment, or just delivered from steamers. The 
crews of boats themselves are very far from being above 
reproach and apparently seize every opportunity of gaining 
access to cargo. Commodities that may be useful to the thief 
in a personal way, or small articles that he can readily dispose 
of, have an irresistible fascination for him. One way of 
avoiding the danger of pilfering from export cases is to omit 
the advertising matter that so many shippers seem to think is 
a good thing with which to ornament the tops and sides of their 
shipping cases. An advertisement that identifies the contents 
of the case as men’s boots, or fine toilet soap, or canned peas, 
is nothing more than a standing invitation to the thief to 
abstract as much of the contents as he conveniently can. 
There is little if any real advertising value to the legends 
with which manufacturers sometimes adorn their shipping 
cases. It is much wiser to ship cases that carry no indication 
whatsoever as to their contents. There are special devices 
manufactured intended to minimize the danger of pilfering 
and to make difficult if not impossible the removing of a board 
from the top, bottom or side of a package. These devices 
include clamps and seals of various kinds which, combined with 
thorough strapping and nailing or screwing of the cases them- 
selves, are of considerable value. To make certain that the 
exact goods and all the goods invoiced are actually shipped, 
the contents of a case should be not only counted but weighed 
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twice and, better, three times over, before being placed in 
the container. 

Packing to Minimize Freight Charges.—Packing to secure 
cheap transportation rates‘involves first of all the knowledge 
that a great many, in fact most, ocean freight rates are based 
on the outside extreme cubic measurements of the packages, 
even when alternative rates are named per 100 pounds. Reduc- 
tion of the size of the package to the minimum, therefore, 
means incurring the smallest possible freight charge; therefore, 
contents of the eases should fit exactly without waste room. 
However, the weights of shipping cases are important, since 
rail freights are usually based on weights and there may be rail 
transportation involved both at home and abroad. Then 
too, lighterage, landing, porterage, or cartage charges may be 
and usually are on a weight basis. Hence, weights of shipping 
packages should be kept as low as possible consistent with their 
strength and solidity; but safety in transportation is even more 
important than low freight and other charges. If goods do 
not arrive in satisfactory condition, then charges, no matter 
how low, are burdensome. 

Economies to Customers Possible Through Packing.—The 
final consideration in the packing problem should be the effort 
to secure economies on the customer’s behalf, through the 
packing of goods in such fashion as will not only save local 
landing charges, etc., but will insure the lowest rates of import 
duties at his custom house. Ina number of foreign markets, 
such duties are assessed on the gross weight of the package, 
with no consideration at all as to the actual weight of the 
merchandise. Stuffing materials used to fill vacant places pay 
the same rate of duty as the valuable goods. An unnecessarily 
heavy packing case may result in an extravagant duty charge. 
The effort to compromise safety in transportation with econ- 
omies in duties assessed on gross weights requires not a little 
study. Sometimes one element or the other must be sacrificed. 
In others it may be a question as to whether to risk possible 
damage in order to secure actual economy. In principle, these 
questions can only be solved by definite, specific instructions 
from the foreign consignee of the merchandise. 
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Yet another consideration in the same regard is involved 
in the knowledge of the fact that in some countries, chiefly 
some of the Latin American republics, duties on merchandise 
of different kinds included in one case are levied at the rate 
applying to the highest taxed article included in that case. 
If there is only one article of a kind carrying the very heavy 
rate of duty, all other articles, no matter what rates of duty 
apply to them, will be taxed at the highest rate. Hence 
instructions received to pack in one case goods of the same 
sort only, or those which the customer knows bear the same 
rate of duty, must be implicitly obeyed. No export executive 
can, of course, be expected to have a full and intimate acquain- 
tance with all the customs classifications and regulations of all 
countries of the world; but he should have a general idea of all 
such matters so far as they affect his own goods, especially in 
those markets where he does his largest business. He should 
urge his customers to inform him about their own territories 
and if he has no other sources of information he may ask the 
Bureau of Foreign and Domestic Commerce in Washington 
regarding his special goods and special markets. 

It really is only the Latin American countries, and not all 
of them, that cause practically all of the complications in 
export shipping. Were it not for what sometimes seems the 
fiendish ingenuity some of those countries have displayed in 
regulations affecting imports, exporting would be indeed simple 
and easy. When an exporter discovers that for one country 
he may have to dismantle his goods and pack separately all 
parts that are made of iron, of brass, of lead, and those that are 
nickel plated, he may employ strong language. 

Weights of Packing Materials.—Almost all shipments of 
export goods must be accompanied with statements as to the 
weights of the several packages, each by itself; and in some 
instances there are not only gross and net weights required, but 
what are known as legal weights. The gross weight is, of 
course, the weight of the entire shipping package as it goes for- 
ward;ithe net weight is the weight of the naked goods alone; 
the legal weight is the weight of the goods themselves, together 
with their immediate containers, cartons, tissue paper, etc. 
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In this connection it may once more be emphasized that it is 
inadvisable to include quantities of advertising material in 
cases containing merchandise. So doing may add to the rate 
of duty assessed on the merchandise itself or may involve other 
complications. If advertising material is sent in quantities, at 
the request of or by agreement with customers, then it is 
preferable to pack it in separate cases. 

Addressing Export Packages.—One of the ways in which 
export shipments:differ from domestic is in the fashion 
universally adopted for addressing them. No experienced 
exporter ever marks his packages, with the full name and 
address of his foreign customers. Instead he employs initials 
or, more commonly, a combination of some sort of geometrical 
design in combination with letters or figures. The common- 
est forms are the square, the triangle, the diamond, or thecircle, 
in which or around which may be inscribed one or more letters 
or figures, which will serve to identify the consignee when 
identically duplicated on invoices and bills of lading. In com- 
bination with the mystical symbols just described, there is 
also written the name of the port of destination. All letters 
employed in these inscriptions must be large and prominent, 
never less than two inches in height, preferably three inches. 
Supplementing them, there come notations of the gross and 
net weight of each package and to each package is given a serial 
number. The accompanying marks are three examples of 
ordinary marks on an export package. 


(ae) ; 
AYC 
BOMBAY MANILA HONG KONG 


Writing addresses on export packages in this fashion con- 
duces to simplicity as well as secrecy. The exporter himself 
may not want his neighbors and competitors to know to whom 
he is shipping goods, while his customer, the importer at the 
other end of the line, may not want his local competitors to 
know that he is receiving goods, or from what sources, or in 
what amounts. Then the addresses written in this style 
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simplify the preparation of bills of lading and the different 
documents that have to be written by the shipping companies 
for their own use, and it simplifies the reading of the addresses 
by tally clerks and others. For example, the first symbol 
illustrated above will be read and called out ‘Triangle A, 
Bombay.” ; 

Marks similar to those described ought to be the only marks 
of any description that appear on the exterior of export 
packages. The term package as here used means cases, 
barrels or bales, because ordinary burlap bags or paper-covered 
packages should never be shipped for export, nor must any 
labels be pasted on packages or tags tied or wired to them. The 
address should be marked in indelible ink, made as waterproof 
as possible, directly on the boards of the package. Old marks 
and advertising devices on second-hand cases should be 
eliminated. The marks should be applied preferably on atleast 
two sides of the package and they must be prominent, so as to 
be easily read from a distance. 

Extreme care must be taken in the numbering of a series of 
packages shipped to the same customer to make certain that 
no number is omitted and no number duplicated. Fears that 
a package may have been lost will be aroused if a number is 
omitted, while custom-house officials may sometimes suspect 
an attempt to defraud if a number be duplicated and may 
therefore impose a fine on the consignee. All marks of every 
sort must be exactly reproduced on bills of lading, on export 
invoices, and wherever else reference to them may be necessary. 


CHAPTER XX 
DOCUMENTS NECESSARY FOR EXPORT SHIPPING 


Importance of Correctness of Documents.— Making ready 
export shipments'of merchandise involves the preparation 
of certain papers which, in some respects, differ materially 
from domestic practices. These differences and the reasons 
therefor ought to be appreciated and understood, for it is 
most important that each and every export transaction be an 
intelligently finished product, satisfactory in every respect to 
the foreign customer and proving to him the knowledge and 
the ability of the exporter. .Some of the different practices 
in question arise out of the.customs long ago established in 
international trading, some of them out of conditions in ship- 
ping or importing abroad, and some of them from the laws 
and regulations of our own and of other countries. In the 
preparation of the necessary papers, as in all other technical 
details of handling export shipments, unvarying, absolute 
exactness is imperative. Mistakes simply must not be allowed 
to happen. They may cost a good deal of money in transac- 
tions with far distant countries, and, worse, they may involve 
loss of future business. Apart from the training in accuracy 
which every business eniploye ought to receive, one of the 
best ways of insuring proper and correct attention to the neces- 
sary details is to acquire a keen, intelligent appreciation of the 
purposes to be served, and, hence, the forms that the details 
ought to take. Then, too, as always in export trade, the 
executive must have the faculty of putting himself in the other 
man’s place, of understanding the other man’s position and 
the conditions that surround him and the business he does. 
Most important among the preliminary papers to be prepared 
before goods are shipped for export is doubtless the Commercial 
Invoice, which is what is so often mistakenly called colloquially 
the “bill.” The latter term is an Americanism never to be 
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employed in foreign correspondence, because the word “‘bill’’ 
means something else in other countries, a note of hand 
or a bill of exchange, never an invoice. 

Invoicing of Export Goods.—As with every other form of 
correspondence in the export trade, the exporter in preparing a 
commercial invoice, such as shown in Fig. 3, cannot and must 
not expect his foreign correspondents to be mind readers. 
Every detail in the invoice must be clear, explicit, complete, and 
self-explanatory. Nothing in it must be left to guesswork or 
to the imagination. The invoice must be intelligible alike to 
the foreign customer and to his custom-house authorities 
through whose hands it will pass in the process of appraising 
and paying import duties. One of the greatest faults to be 
found in export invoices is in the inadequate description of the 
goods that are invoiced, though such description may, perhaps, 
be regarded as the most essential feature of the.document. 

The form of export invoice illustrated in Fig. 8 may be 
improved for some kinds of business by rulings for gross 
weights, net weights, and legal weights, and places may be 
allotted for code words applying to each item. In default of 
such special ruling, these or other particulars may be written 
in the body of the invoice, in connection with the items of the 
contents of each shipping package. 

Let the exporter, once more, try to put himself in the 
customer’s place. The exporter is not the only one from whom 
the customer is receiving goods. He ought not to be asked to 
rely upon his memory as to what goods he originally ordered 
from the exporter in question, ought not to be forced to refer 
to a copy of his order or to a catalog in order to identify the 
goods that are invoiced to him. Those goods ought to be 
properly described in full, and in such language that, if neces- 
sary, a man not in any way related to the trade in question 
will understand what the goods are that areinvoiced. Trade 
terms and technicalities should be avoided, and above all 
nothing should be abbreviated, as many invoice clerks are 
fond of doing in order to save labor or time in making out these 
documents, which must be in triplicate and sometimes there 
must be more than three copies. It may seem absurd to a 


ine reece 


ONS ACN an oe ta “i mae NVANS2ZIVS™ —SCSC;~;*;~C~*ti‘“‘“‘<“‘; CC‘; !!W}!!hO LL OA 
ON TTIW 

SWy3lL 301ud 

JONVYUNSNI 


WOUs LNIWdIHS HOd 


°2°3 ‘LS QvVOUE MIN BE-9E “AINIDY NOGNOF 
ee 
"S31LV0 3DIOAN!I NO G32SV8 3ayuv S3iva0 ana 
"ALITIBISNOdS3H WOUS 35V313N¥ GNV AHZAINZC 
AVNIs HNO 3LNITLSNOD ONIGY7 40 STIIG NY3T9 
“STUW SUINVW 3HL 
ONIAV39 HILAV “NOILOZdSNI YO JZONVIds>99V OL 
ON 39I0AN! SIKL 493°ENS 30VW SLNIWdIHS YO G10S SGG0D ON 


WHOA M3N OL 43434 ’ “2N3aW 
“3ONVHHY OL ONIGUOSOV ‘SLNZMNSOG LSNIVoV 
HSVO WO L4vHO OL LO3FENS JUV GISIOAN! Tw 
e 


“OD 33315 NIVYO} ‘OD 350!ug NVOINIAY ‘OD 13316 1433Hg NVQINaNYy "OD 332316 SIONITT 
OS 38NL IWNOLLVN OD 3ivid Nil NYDI"uanYy ‘OD JUIM 2 7a3ig NvSivany “OD 1331S JIDSNYUVD 


4O S13NGOUd BHL AO SYILYOdX] 


ANVdWNOD SLONGOY” 3LS SALVLS G3ILINN 


ANJIVAINDA SLi YO GIOD WN! 3ISVAYd *Z-E-WKO0O-MOI-Z-1 


SITIONS 





312 


HANDLING EXPORT BUSINESS 313 
4 

shoe manufacturer, whose letterheads and printed invoice heads 
may denote that he is a manufacturer of shoes, to invoice the 
merchandise which he is shipping specifically as ‘‘shoes.’”’ His 
foreign customer may understand that it is shoes that are 
invoiced, but his customer’s custom-house authorities will not 
so understand it; for aught they know, the man whose 
invoice says he is a manufacturer of shoes may be shipping 
hardware. \ 

In the next place, each and every item that is shipped must 
be invoiced, even when articles are shipped for which no charge 
is made. If catalogs, circulars, posters, advertising electro- 
types, oranything of that sort are shipped to the customer along 
with merchandise that has been ordered, then the quantities 
and weights of such material with its approximate cost or value 
must be stated, although if presented gratis to the customer 
the extension may be the words ‘“‘no charge.’’ The customer 
himself must know what heisreceiving or is expected to receive, 
and his custom house may very likely assess a duty on advertis- 
ing or any other kind of material, whether or not any charge 
is made against the customer. In some countries, notably 
some of the Latin-American republics, a heavy fine is imposed 
for failure so to invoice and declare for custom-house pur- 
poses all the contents of shipping cases. 

Again, it is highly desirable in export invoices that the 
contents of each case be invoiced separately by themselves as 
applying to that case alone. If a quantity of, say, 100 dozen 
lamps is being shipped, instead of invoicing one hundred dozen 
packed in cases numbers 1, 2, 3, and 4, it is preferable to 
invoice case No. 1, 25 dozen lamps, case No. 2, 25 dozen 
lamps, case No. 3, 25 dozen, and case No. 4,25 dozen. Further- 
more, a good deal of advantage is often found by customers in 
having the extensions for the value of each case complete and 
net, each case for itself. By this is meant that the value of 25 
dozen lamps contained in No. 1, for example, should be 
extended and all discounts applying should be deducted, so 
that the net value of that one case will be shown separately, 
and each of the others should be invoiced likewise. This 
will be an advantage in clearing goods through the foreign 
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custom house and may be a highly important feature should it 
happen that one case in a shipment be short-shipped, or arrive 
by a different steamer, or be in some way separated from the 
rest of the shipment and lost or one particular case be damaged. 
As has been before remarked, every measure should be taken 
by an exporter to insure making business with him easy as 
well as profitable for a foreign customer. 

Sometimes, as will be shown more fully later, it is desirable 
for exporters doiny a large business with Australia and some: 
other British possessions to have special invoice forms printed 
for use only with such trade. 

Some Special Features of Export Invoices.—Other special 
features that should distinguish export invoices from domestic, 
include, first, and as important as anything else in the docu- 
ment, a reproduction of the shipping marks that appear on the 
cases containing the merchandise. This is vital and indis- 
pensable, for it immediately connects the cases so marked 
with the invoice itself. Next, there should appear on export 
invoices a code word applying to the whole document—that 
is, the invoice as a whole—and several code words applying 
either to each individual case that has been shipped, or pref-- 
erably to each class and each item of merchandise included 
in the invoice. These code words may not often be used in 
cable correspondence, but when cabling is found desirable or 
necessary, such code indicators are of very great value, both in 
making inquiries or complaints about the shipment repre- 
sented by the whole invoice, or about its whereabouts, its 
loss, delay, unsatisfactory receipt in one way or another, or 
perhaps for ordering a duplicate of the whole shipment that 
was invoiced. Similar inquiries may also be made in regard to 
each item separately identified by a code word. There are 
plenty of appropriate code words available—hundreds of 
thousands of them to be found in blank codes especially 
provided for that purpose—or words not in ordinary use by 
the shipper may be selected from general correspondence codes 
so there is no difficulty at all in assigning appropriate words 
for invoicing purposes in such numbers as even the largest 
export business may require. This feature, the coding of 
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invoices, is often forgotten and usually omitted, but is well 
worth the small attention it requires. 

Certain features desirable in export invoices make the prep- 
aration of special forms for such invoices desirable, although 
it is entirely possible to use with satisfaction ordinary domestic 
invoice forms. Large shippers may, for example, find it 
desirable to have invoice forms printed including (if no more) 
specially ruled columns for: (1) Marks; (2) number and 
description of package; (8) cubic measurements of package; 
(4) net, gross, and legal weights, and possibly metrical equiva- 
lents; (5) quantities; (6) full description of merchandise; (7) 
price per unit; (8) extension of total value; (9) net price. If 
no special columns are provided for code words, weights and 
measurements, etc., these particulars may be inserted in the 
body of the invoice following the contents of each ease. 

In connection with the foregoing, it should be observed that 
if different classes of merchandise are packed together in one 
case, the weights of each such class should be separately 
specified. Then, as regards the extensions, the symbol 
representing the monetary unit should always be employed; 
that is, for example, the ‘‘$” or the ‘‘£,’’ and if invoices are in 
dollars, it is always wise to specify United States gold dollars. 
The customer himself should be left in no doubt as to what 
the price of the goods is, and in what currency, while his 
custom-house officials should not be expected to guess at the 
money denominations that are used. 

Export Invoices Should be Signed.—The concluding feature 
of an export invoice is always the signature, preceded by the 
date, and in the case of experienced shippers, by the expression 
“B. and O. E.,”’ meaning ‘Errors and Omissions Excepted.”’ 
This phrase in itself has no legal value, but it is a formality 
employed by all international shippers for a great many years 
past; and its use demonstrates the familiarity of the shippers 
with custom, and further contributes to the formal character 
of the document. So does the signature of the invoice, which 
is all too frequently forgotten or at least omitted nowadays, 
although with the loss of much force and indeed real value. 
The invoice without a signature is nothing more than a scrap 
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of paper. The signature gives it a formal character and an 
official status. This is not a negligible matter or one to be 
regarded as silly by amateur shippers of limited experience 
who are chiefly intent on‘hurry and rush, with terseness in all 
correspondence. No matter how indifferent they may be to 
formalities, they should recognize that the omission of the 
signature to an export invoice not only makes it an impersonal 
document, but conveys the impression of carelessness. The 
signature makes, it a personal communication and a document 
of importance and weight,to which evidently care and attention 
have been devoted. 

Let it be noted also that the signature should, when possible, 
be that of a responsible member of the firm or an officer of 
the company. It should never be that of a clerk or mere 
employe, in no matter what capacity. Signing ‘‘John Smith 
Sons Company per Peter Jones, Export Manager’’ does not 
carry as much weight as if Peter Jones signed as president, 
secretary or treasurer of the company. Small as this detail 
may seem, it is actually important and may turn out to be a 
valuable adjunct to the development of export business. 
The fact that the invoice has had the attention of the head ot an 
establishment or a responsible official, conveys a pleasing 
impression to many customers in foreign countries, and 
enhances the shipper’s prestige as well as develops con- 
fidence. 4 

Inasmuch as manufacturers’ or exporters’ invoices are 
almost always required by foreign customers in clearing their 
imports through their local custom houses, it often happens 
that importers request or even demand false invoices to be 
used solely for custom-house purposes in order to reduce 
import duties. It is usually explained somewhat painfully 
that the special invoice is requested for this purpose alone and 
in no wise affects the amount for which the importer is indebted 
to the exporter, and that the custom of utilizing such false 
invoices is so common as to be the rule in the importer’s 
country. These demands come most largely from Brazilian 
importers, but are often encountered in transactions with 
importers in the Levant, and sometimes in other parts of the 
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world. Some exporters comply with such requests and supply 
the false or faked invoices. Others adopt a highly moral 
attitude and refuse to consider so doing. Regardless of the 
ethics involved, it would appear to the present author that the 
practice of furnishing invoices at other than actual values, 
quantities, etc., is one that may conceivably react on the 
exporter in most unfavorable fashion at some time in the 
future. So far as the ethics of the matter are concerned, 
each shipper will doubtless be guided by his own ideas of 
propriety. 

Papers Supplementing the Invoice.—Other papers to 
be prepared in getting goods ready for export include a State- 
ment of Account, summarizing the invoice value for the 
merchandise itself and such other items of charges as may be 
involved in making the shipment, for which the customer is 
expected to pay, such as ocean freight charges, cost of marine 
insurance, special packing cases, certificates of inspection or 
analysis, or others of one sort or another, cost of consular 
invoices, interest or exchange, etc. It must be well understood 
that no extras of such description ought properly to appear on 
the face of the invoice itself. The invoice should merely show 
the net cost of the merchandise. The invoice will be used in 
most countries by local custom houses as the basis for apprais- 
ing duties. There should be no opportunity given in such 
instances for custom-house officials to assess duties on anything 
but the cost of the merchandise. No chance should be offered 
for their charging duties on the freights or other supplementary 
items. Incountries where duties arecharged on the landed cost 
of goods, then the statement giving such charges in addition 
to the commercial invoice may be utilized by the foreign 
importer. In principle, however, as just emphasized, the 
commercial invoice represents the merchandise. Only the 
statement of account should show the total charge against 
the customer, including items of every description for which 
the customer is held responsible. The statement also should 
show the rate of conversion into a foreign currency and the 
total amount in such currency, if a draft is drawn against the 
customer in his own money, all of which things will be better 
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understood when the ways of financing foreign business are 
taken up later. 

Supplementing the invoice, some exporters make a practice 
of supplying a Shipping Memorandum, which in some respects 
is an epitome of the invoice itself. It shows the numbers of 
the cases with the cubic measurements and weights of each, 
and a brief statement of the contents. This memorandum is 
intended to facilitate checking, shipping, and clearing of goods. 
Although useful.to export commission houses it is not generally 
used by manufacturers. 

There must always be prepared with each shipment a Letter 
of Advice to customers stating the fact of shipment, mannerand 
route, and also advising as to the fashion in which finance has 
been effected; that is, usually, the way in which the draft 
covering the value of the invoice has been drawn, as will further 
be explained in the appropriate chapter on this subject. 
These letters of advice of shipment are often printed, or other- 
wise merely formal in nature. They are serviceable and they 
are necessary, but a farsighted merchant supplements such a 
formal letter with one of more personal and intimate character 
designed to rivet and cement the business relations established 
by the shipping of goods, promote the confidence of the 
customer, and impel his future patronage. It may bea rather 
serious mistake merely to forward to a customer the formal 
papers connected with a shipment to him. Impersonal rela- 
tions are always to be discarded in favor of the intimate or the 
personal, whenever opportunity offers for so doing. 

Consular Invoices.—Among the important documents that 
an exporter has to prepare in advance of the actual shipment 
of goods, may be what are usually referred to as Consular 
Invoices, one form of which is shown in Fig. 4. These docu- 
ments are commonly regarded as nuisances by all shippers, but 
upon the way in which they are prepared may depend losses or 
profits to the manufacturer, exporter, or foreign importer. 
The United States, our own country, requires American consuls 
to certify to invoices of goods shipped here from abroad. The 
consular invoice is in essence a duplicate of the usual commercial 
invoice, but prepared on special forms to be obtained from the 
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consul of the country to which the shipment is being made, or 
from stationers recommended by the consul, and often in the 
language of the country in question. Consular invoices are 
demanded by different countries for one of two reasons: 
First, as a guide for the foreign custom house through which 
the goods are to be imported in determining actual or fair 
values for the goods invoiced and detecting undervaluations 
that may have been made for custom-house purposes; second, 
to provide an income for the importing country’s consuls 
resident in foreign parts, through the fees that the consuls are 
authorized to exact for certifying to such invoices. In the 
first instance, consuls who are called upon to certify invoices 
covering merchandise shipped to their respective home coun- 
tries are expected to scrutinize very carefully the invoice values 
stated thereon, and in some instances to make independent 
investigations to determine that the values invoiced are 
actually ruling prices and are not undervaluations. This is 
the case, for example, in the consular certificates required for 
goods shipped to the United States. 

The countries notable as requiring consular invoices include 
not only the United States, but almost all of the republics of 
Latin America. In invoices for some of the latter, extreme 
care has to be exercised, for the slightest error in the description 
of goods may involve the exporter or the foreign importer in 
the payment of heavy fines; and a careless description of the 
merchandise may require payment by the foreign importer of 
very much heavier duties than properly ought to be assessed. 
If a boot is called a shoe, or if a spike is called a nail, duties at 
such a foreign custom house may be doubled. Exporters 
are, as a rule, to be guided by explicit instructions that their 
foreign customers may send them as to the description of the 
merchandise as it is to appear on consular invoices; because 
the customer, that is, the foreign importer, knows the correct 
description in his own country and knows how a slight varia- 
tion in the classification of goods in his custom house may 
affect the duties. In the absence of any detailed and specific 
instructions from customers, then the manufacturer or exporter 
should seek the nearest resident consul of the country to which 
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the goods are destined and follow his advice; but in no event 
should the consul’s advice take precedence over instructions 
received from the custemer himself. Indeed, when such 
instructions have been received, no conference with a consul 
is desirable. 

Varying numbers of copies of consular invoices have to be 
prepared, the number varying from two to eight, dependent 
upon the regulations of the country to which goods are shipped. 
They usually have to be presented at the office of the consul of 
the country of destination at the port of shipment by an 
authorized agent of the manufacturer or exporter and there 
personally sworn to. However, in many instances, foreign 
countries are represented in the exporter’s own country by 
many consular agents at interior points where these formalities 
can be carried out, although the details necessary in many such 
invoices, as to name of steamer, date of sailing, etc., are often 
only known at the actual port of shipment, which makes 
necessary the certification of the consul at that port. Attend- 
ing to these formalities is part of the duties of a foreign freight 
forwarder, when the exporter is not personally represented at 
seaport. These activities will be described in Chapter XXII. 

Certificates of Origin and “‘N on-Dumping” Affidavits. 
Instead of a consular invoice, or sometimes in addition to one, 
it may be necessary, when shipments are made to certain 
countries, to have the steamship bill of lading certified by a 
consul of the country of destination, which certification seems 
to the casual observer to be needed for no Special purpose save 
that of adding to the fees collected by the consulate and thus 
contributing to the support of the consular service of his 
country. This again is a characteristic of shipments to Latin- 
American republics and does not distinguish shipments to 
most other parts of the world. 

Certificates of origin, one form of which is shown in Fig. 5, 
are called for when shipments are made from one country to 
another, if between the two countries there exists a special tariff . 
treaty granting to merchandise manufactured in the first coun- 
try unusually favorable rates of import duties, as, for example, 
in the case of certain commodities shipped from the United 
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States to France or Japan, or of shipments made from the 
United Kingdom to some of her colonies. These certificates of 
origin merely prove that the merchandise covered by them is 
the produce or manufacture of the country which claims most 
favored nation treatment under the tariffs of the importing 
country. 

In the same category as the documents just referred to, may 
be included certain statements often called ‘‘non-dumping 
certificates” required in connection with invoices of merchandise 
shipped to Canada, Australia, South Africa, and some other 
British dependencies. These statements or certificates must 
usually be attached directly to the commercial invoices, and a 
good many large shippers to these markets have special invoice 
forms prepared to cover such shipments; these forms may have 
extra columns on the face of the invoice to show the cost of 
packing of goods, or the cost of inland freight to seaboard, when 
these items are required to be separately stated, even when they 
are included in the manufacturer’s ordinary quotations of 
prices; or the special invoice forms intended for these markets 
may have the required form of certificate printed in blank, 
either at the foot of the invoice form or on the reverse side 
of it. Declarations of this sort are intended to prevent the 
“dumping”’ of goods in the markets in question, that is, the 
selling of goods in those markets at less than prices normally 
and regularly obtained for’ the same goods in their home 
markets. 

The approved form of invoice required for certain British 
possessions is shown in Fig. 6. The customs authorities of 
the several British possessions enumerated at the head of this 
document are strict in their requirements that all the informa- 
tion therein detailed be given in full. This is especially 
important in shipping to South Africa, Australia, and New 
Zealand. A form like that shown may be prepared and 
attached to the usual commercial invoice, or, as is preferred 
by large and regular shippers to these markets, the necessary 
details at foot of the face of this form are printed on especially 
prepared invoice blanks, and the affidavit or certificate shown 
on the back of Fig. 6 is printed on the reverse of that private 


INVOICE AND DECLARATION OF VALUE REQUIRED FOR SHIPMENTS TO 


Australia Cyprus Grenada South Africa 
Barbados Dominica New Zealand St. Vincent 


British Guiana Fiji Newfoundland St, Lucia 
Trinidad and Tobago 


Sisactehsgos purchased 


Current Domestic Values in 

Currency of Exporting Country Selling 
(See pars. 3 and 4 of Certificate) 

| @ | @ 


ee 


Enumerate the following charges, and state whether each amount has been included in or excluded from the: above 


current domestic value:— 
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Amount in Currency State if 
of Exporting Country included 


Cartage to rail #99 to docks cone-a-eeessstereerenenneremenrenstne 

Inland freight (rail or canal) and other charges to the dockjarea including inland insurance. 

Labor in packing the goods into outside packages. 

Value of outside packages....2.2,.0:nersesnersnereesrnere 

If the goods are subject to any charge, by way of royal tiess........ecsecsenesnessutsrsseisniearenessnssanergsnensts 


State full particulars of royalties below.— 





Fic. 6 


Australia 
Barbados 
British Guiana 


(1) Manager, Chief 
Clerk, or as the case 
may 


Yay Name of firm or 
‘Company. 


(*?) Name of city or 
country. 


(*‘) These words 
should be omitted 
where the manu- 
facturer or supplier 
himself signs the 
certificate 


(*) _ Particulars of any 
special arrangement 


(*) ‘Warehouse”’ 
“factory” or port" 
of shipment 


(7) The witness need 
not necessarily be a 
magistrate, notary, or 
other public official 

but may be any person, 
competent to sign as a 
witness to signatures 
on ordinary business 
documents 
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CERTIFICATE OF VALUE TO BE WRITTEN OR PRINTED ON INVOICES OF GOODS 


FOR EXPORTATION TO 


South Africa 

St. Vincent 

St. Lucia 

Trinidad and Tobago 


Grenada 
New Zealand 
Newfoundland 


Cyprus 
Dominica 
Fiji 


This declaration must appear on all invoices of goods of American Manufacture 


.Y 


ease ieceres 
OC") siue 


miaounting to 5. ....5.. ans 


supplier 
manufacturer 
««e.s, hereby declare that I [() have the authority to make and sign 


mantfact a and that I] have the means of knowing and do hereby 
supplier 


of the goods enumerated in this invoice 


this certificate on behalf of the aforesaid 
certify as follows:— 


1. That this invoice isin all respects correct, and contains a true and full statement of the price actually 
paid or to be paid for the said goods, and the actual quantity thereof. 


2. That no different invoice of the goods mentioned in the said invoice has been or will be furnished to 
anyone; and that no arrangement or understanding affecting the purchase-price of the said goods has been 
or will be made or entered into between the said exporter or purchaser or by anyone on behalf of either of 
them, either by way of discount, rebate, compensation, or in any manner whatever, other than as fully shown 


on this invoice, or as follows: (°).. 


3. That the domestic values shown in the column headed “Current Domestic Values” are those at which 
the abovementioned firm or company would be prepared to supply to any purchaser for home consumption 
in the country of exportation and at the date of exportation, identically similar goods in equal quantities, 


BUS) oreterare esas ee eee sas cSUbject to 
include 
‘exclude 
sumption 


per cent. cash discount, and that such values 
the cost of outside packages (if any) in which the goods are sold in such country for domestic con- 


4. That the said domestic value includes any duty leviable in respect of the goods before they are deliv- 
ered for home consumption, and that on exportation a drawback or remission of duty amounting to ...... 


ay ce allowed by the revenue authorities in the country of exportation. 


Witness (7). 
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INSTRUCTIONS. 
-Read_carefully_to avoid delay at shipping point. 


1. Provisions of law.—Before a clearance shall be granted for any vessel bound to a foreign port, the owners, shippers, or con- 
signors of the cargo of such vessel shall deliver to the Collector manifests (or declarations) of the cargo or the parts thereof shipped by 
them respectively, and shall verify the same by dath. Such manifests (or declarations) shall specify the kinds, quantities, and values 
of the articles and the foreign port or country of destination. (Sec. 4200, Rev. Stats., U.S.) If any vessel bound to a foreign port 
departs on her voyage without delivering manifest and obtaining clearance, the master or other person in charge shall be liable toa 
penalty of $500 for every such offense. (Sec. 4197, Rev. Stats., U.S.) Similar provisions apply to exportations by rail, vehicle, or 
ferry. (Sec. 1, act March 3, 1893.) «» 


2. The shipper must prepare.on this form in duplicale an export declaration for all merchandise shipped to foreign countries or 
to or from noncontiguous territories of the United States, except for bonded shipments in transit through the United States from one 
country to another. ‘The original declaration must be verified by oath before a customs official, notary public, or other person author- 
ized to administer oaths, except in the case of shipments to Canada or Mexico by car, vehicle, or ferry, or when value is less than $100. 
The original declaration must be signed in all cases. If the declaration is executed by an agent for the shipper, his authority must be 
in writing on this declaration or other document filed with the Collector- The original is for use of customs officials and will be treated 


as confidential. 


3. Shjpments originating at the seaboard.—In the case of shipments originating at the seaboard or arriving there from the 
lnterior for export, the export declaration (original and duplicate) must be presented to the Collector of Customs, who will retain the 
original, certify the duplicate, and return the latter to the shipper for presentation tothe steamship or railroad company, without which 
no freight will be received. The transportation company will attach the duplicate to the outward manifest filed at the custom house 
when the vessel or car is cleared, noting thereon any short shipment or other discrepancy. Clearance will not be granted until 
export declarations have been filed with the Collector. 


4. Shipments from the interior.—In the case of shipments from the interior on through bills of lading, the shipper must prepare 
the export declaration in duplicate and deliver both copies to the carrier to accompany way bills to the port of exportation. The original 
may be placed in a sealed envelope. In the case of shipments on local bills of lading the declarations may be handed to the carrier to 
accompany the goods or mailed to the consignee at the seaboard. Upon arrival of the goods at the port of exportatien the carrier must 
deliver the declaration to the Collector of Customs. To prevent delay at the border an export declaration should be prepared for each 
carload as otherwise cars breaking down or detached in transit may arrive at port of exit without declarations. 


5. Domestic articles exported.—The value of all articles grown, produced, or manufactured in the United States must be stated 
in the column of ‘‘U. S. Products.”” 


6. Foreign articles exported.—The value of articles of foreign origin shipped out of the United States in the same condition 
as imported must be stated in the column of ‘Foreign Products.’’ If foreign articles have undergone any process of manufacture or 
alteration in the United States they become United States products and must be reported assuch. Thus: Sugar refined in the United 
States from imported raw sugar should be reported as a domestic product. 


7. The value of articles is the selling price or the actual market value at the time and place of shipment for exportation. 


8. Description of articles exported must be accurate and complete. General terms, such as dry goods, groceries, meats, 
machinery, millinery, etc., will not be accepted. The total quantity and value of each class of articles should be stated in one item, 


omitting details such as specific quantities of different sizes or kinds of the same article. In the case of cheese the declaration must 
state whether filled or unfilled, oleomargarine whether colored or uncolored, butter whether pure, adulterated, or renovated, 


9. The total quantity of each class of articles in a shipment expressed in the usual measure of pounds, tons of 2,240 pounds, 
yards, gallons, etc., must be stated. Domestic spirits exported must be stated in proof gallons of 50 per cent alcoholic strength. 


10. The country of final destination of goods—that is, the country to which goods are sold—must be shown. Special care 
should be exercised to state the final destination of goods shipped through Canada to Europe, and of goods to be transshipped in the 
United Kingdom, the Netherlands, Germany, and France en route to other countries. 


1. Inspection certificates.—Process or renovated butter must be accompanied by certificate of purity. Certificate of inspection 

nua pe presented to the Collector for meat and meat-food products exported when required by the regulations of the Department of 
griculture, 

12. Export Schedule B may be obtained for 5 cents from the Superintendent of Documents, Government Printing Office, 


Washington, D, C., or from the district offices of the Bureau of Foreign and Domestic Commerce located in New York, Bostop 
New Orleans, San Francisco, Seattle, Chicago and Sti Louis, and will be of assistance to exporters in preparing the declarations, 





To THE COLLECTOR: I hereby authorize 


Add ress--sasenrnerene= seserenececeeenerensnesnarsteersnsnsesnsssesesssnsnannnenmenesnsnsnes , to act as my agent for customs purposes in the exportation of 





the within-deseribed goods, Please deliver the certified duplicate accordingly} 
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invoice. Sometimes both operations are effected by means of 
rubber-stamp impressions. 

Certificates of Weight, Quality, Inspection, or Analysis. 
The custom of some trades requires that with export invoices 
there be also submitted certificates proving that the merchan- 
dise when shipped complied with the invoiced description. 
Weights or qualities may have to be certified to by competent, 
impartial, authorities, who are often licensed for that purpose 
by the Produce Exchange; for example, such certificates are 
required as to the weight of barrels of rosin, or the grade of 
cotton or cotton-seed oil. Sometimes sundry goods may have 
to be subjected to chemical analysis or some sort of inspection 
when customers demand it. All certificates of this sort, 
required by the usage of trade or by customers’ demands, are 
essential papers without which the shipment is incomplete, 
and their absence may involve difficulties or embarrassment 
with bankers in financial negotiations, or possible refusal of 
customers to accept shipments when they arrive overseas. 

Clearing Exported Goods Through the Custom House.—One 
more formality must receive the attention of the exporter 
before his goods are actually dispatched overseas. Goods for 
export must in every country be cleared through that country’s 
custom house before they are shipped abroad. Usually, 
doubtless in all normal times, this entry at the custom house of 
the port of shipment is required merely that the home govern- 
ment may have accurate knowledge of the quantities and 
values of merchandise that is exported, on the basis of which 
the government’s statistics are made up. In times of war, 
when embargoes or restrictions of any sort are enforced, means 
are also thus provided for controlling kinds or quantities of 
merchandise exported. Special forms for the custom-house 
manifest or entry, now called the Shipper’s Export Declara- 
tion shown in Fig. 7 are provided, on which must be stated the 
name of the ship transporting the goods, the port of destination, 
the marks of the cases, their number, the quantities and the 
values of the goods, and their description. The description 
should be not only the full description as noted in the com- 
mercial invoice intended for the foreign customer, but for 
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custom-house clearance should be prepared in accordance with 
government regulations, in order that the classification of the 
goods shipped may be intelligently made in accordance with 
the classes of merchandise established by the government for 
statistical purposes. The phrase “rubber goods’’ for example, 
ought not to be employed, but the special kind of rubber goods 
should be identified. A pamphlet is published by the 
government indicating the official classifications. 

Similarly, in order to assist the government in compiling exact 
statistics of foreign trade, the ultimate destination of the 
goods exported ought to be shown on the Export Declaration, 
not merely the port to which the steamer that carries the goods 
happens to be bound. A good deal of carelessness or indif- 
ference is often shown in this respect. If the goods are shipped 
on a steamer bound for Antwerp, but are thence to be reshipped 
into Germany, for example, the custom-house manifest ought 

to show that fact, and laziness or indifference ought not to 
impel the shipper merely to write the single word Antwerp. 

Entries or manifests for the custom house have to be presented 
at that office by an authorized representative of the actual 
shipper, who will there make affidavit to their correctness. 
In practice, this duty is often entrusted to boys or junior 
clerks who have little knowledge of what they are doing and 
are quite without responsibility of any sort, but for whom a 
power of attorney has been lodged at the custom house. This 
practice is to be condemned, although it is recognized that it is 
quite impossible for the head of a large exporting house to 
attend to this duty in person. None the less, the export declara- 
tion should be properly and honestly prepared in the first 
instance by competent employes and presented at the custom 
house by some clerk in an important and responsible position, 
since the papers are both formal and valuable in nature. Pre- 
pared in duplicate, the Export Declaration is sworn to at the 
custom house, one copy is left there, and the duplicate must 
be sent to the steamship company that is to transport the 
goods when the ocean bill of lading is to be signed. 


CHAPTER XXI 
MAKING SHIPMENTS—FOREIGN PARCEL POST 


Uses of the Parcel Post.—First and simplest among the ways 
of making export shipments is that by means of the foreign 
parcel post. Largely used as it is by some exporters, it seems 
strange that more of them do notemployit and takeadvantage 
of the facilities that it offers. Possibly the relative backward- 
ness of our own domestic parcel post is partly to be blamed 
for the fact that a great many people think of parcel post as 
being useful only for small mail-order business. The foreign 
parcel postage may be utilized in a number of different ways, 
not only in laying the foundation for an export business, but in 
the building up and the constant transaction of a large foreign 
business of wholesale dimensions. 

While the foreign parcel-post arrangements of the United 
States still leave a great deal to be desired and are not nearly 
so comprehensive or liberal as are the similar facilities offered 
by several European countries, still it is now possible to send 
goods from the United States to practically all countries of 
the world, even when sometimes for some destinations it is 
necessary for the United States mails to be reassorted in Europe 
and parcels thence reforwarded by European parcel post at 
double or treble the usual cost. 

Costs of Shipping by Foreign Parcel Post.—Full details 
regarding our foreign parcel-post facilities are, of course, 
available at any post office, but it should be noted that the 
regulations may change from time to time, both as to rate of 
postage and as to sizes and weights of parcels that may thus 
be transported. Agreements for foreign parcel-post facilities 
are established by treaties or conventions between countries, 
and the arrangements for exchanges and facilities of this sort, 
and the conditions affecting such shipments are constantly 
being improved. Those not familiar with the foreign parcel 
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post may be reminded that the so-called zone system in force 
in our domestic parcel-post arrangements does not apply to 
foreign parcel-post shipments. It will be found actually 
cheaper to forward a given package by parcel post from Chicago 
to Australia than to forward the same package by domestic 
parcel post from Chicago to San Francisco. The weight limits 
usually range from 11 to 50 pounds, according to the country 
of destination; but this does not mean that a complete article 
weighing in excess of the parcel-post limits may not be divided 
into two or three packages, each one coming within those 
‘limits. Many manufacturers, therefore, who prefer to ship a 
complete article in one package here at home, make several 
packages of it in utilizing the foreign parcel post. As will be 
shown later on, charges for ocean freights are excessively 
increased when only small quantities are dispatched and, in 
the case of such small quantities, foreign parcel-post charges 
are not likely to approximate, probably never will exceed, the 
charges necessary in any other way of forwarding. 

Some Advantages Gained by Using Parcel Post.—Shippers 
find very great advantages in many cases in utilizing parcel 
post, and foreign importers themselves prefer it in many 
instances. The advantages to the shipper include not only 
reduced cost in most cases. where comparatively limited 
quantities of merchandise are to be shipped, no matter if in a 
great many separate packages, but also the very great desira- 
bility of putting samples into the hands of prospective foreign 
buyers promptly and at a known delivered price. Since the 
exporter can calculate exactly the parcel-post weight of a 
sample or a collection of samples, he can make an offer of the 
almost indispensable samples to the foreign business house 
whose trade he is cultivating, pointing out the fact that the 
delivered price through the prepayment of postage lands the 
samples directly in the prospective customer’s own post office. 
It is extremely difficult to make such prices in any other fashion, 
but this way appeals not only to the customer located in a sea- 
port town, but to other customers located in the interior of the 
same country. 

If the cost appears high because of the postage on a single 
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article or a small lot of articles, whereas expenses on large 
shipments by regular ocean freight would be proportionately 
very much smaller, this fact may be explained to the customers, 
who will probably be quite willing to pay the excess ‘costs on 
small or sample shipments. So also they will probably be 
willing to pay a somewhat higher transportation charge 
necessitated by the parcel post when they want only. small 
lots of goods for “‘filling up’’ purposes or for assortment of 
sizes or, indeed, for all small orders whose volume is not 
sufficient to make an ocean freight shipment desirable. Of 
course, it is not possible to ship an office safe by parcel post, 
yet there are many small forms of machinery which by partial 
dismantlement may thus be shipped safely and conveniently. 

Advantages found by importers abroad include not only such 
considerations as those just mentioned, but the further 
possibility in some markets that their local customs duties 
may now and then be overlooked when goods arrive by parcel 
post instead of by steamer in large lots. Furthermore, buyers 
in the interior of a country do not have to bother with forward- 
ing agents or custom-house brokers at the seaport where 
steamers land their cargoes. The postal authorities attend to 
getting the packages through to destination. Procedure in 
obtaining parcels at the post office is simple and quick, there 
are no broker’s fees, no delays of weeks, perhaps, as sometimes 
occur with freight shipments. 

While such considerations as the foregoing characterize a 
great many of the principal countries of the world, yet precisely 
the contrary, and unfavorable, conditions prevail in some Latin- 
American republics where nuisance, delay, and increased 
expenses attend the receipt of parcel-post shipments. ‘Then, 
too, in a few countries, only a limited number of the post offices 
in the interior are reached by this service. On the whole, 
however, it is a highly satisfactory adjunct to the export 
executive’s business. 

Packing for Foreign Parcel Post.—While general instruc- 
tions as to the kind of packages necessary or desirable for the 
foreign parcel post are available at the exporter’s local post 
office or in the Official Postal Guide, yet here the point should 
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be emphasized that waterproof packages are just as desirable 
for the foreign parcel post as they are for any other kind of 
export shipping. The parcel-post shipments of the govern- 
ment are not always made in strong or carefully protected cases. 
The parcel-post packages of the exporter should themselves 
be adequately protected, the fact always being remembered 
that packages of any description may be exposed to weather of 
all sorts, heavy downpours of rain, showers of sea-water, in 
loading and unloading, and may lie for some time on open 
wharves or in lighters at destinations. 

Custom-House Declarations and Consular Invoices.—Each 
exporter’s local post office will advise him as to exactly what 
is to be done to satisfy our own United States officials in 
shipping foreign parcel post and will supply any necessary 
labels or tags. Inquiry must, however, be made regarding 
the regulations of the country to which the parcel-post packages 
are dispatched. Some countries require the preparation of 
consular invoices covering such packages, the same as they 
require for freight shipments to the same countries; other 
countries do not require such papers in connection with the 
parcel post. Regulations in this regard are subject to fre- 
quent change. Careful and constant attention is, therefore, 
required. 

Insurance or Registration of Parcel-Post Packages.— While 
efforts are being made to extend the system of government 
insurance of foreign parcel-post packages, yet at present it 
remains true that such insurance is not available on packages 
addressed to most foreign countries.. Insurance may, how- 
ever, be obtained from private insurance companies, one or two 
of which specialize in this form of insurance. The place of 
insurance may sometimes be taken by registration of packages 
to foreign destinations, but rules covering registration vary 
regarding different foreign countries. Sometimes it is possible 
to register a package and sometimes it is not, and, of course, 
even registration does not always provide full indemnity in 
case of loss. In any event, shippers by foreign parcel post 
ought always to secure from their local post offices Certificates 
of Mailing, which may be obtained in two or more copies. 
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They afford proof to the shipper and to the consignee of the 
actual dispatch of the packages on stated dates. 

C. O. D. Shipments by Foreign Parcel Post.—One of the 
great drawbacks to doing an export business by parcel post is 
the difficulty found in shipping goods in this fashion with the 
same security that is possible in shipping goods by freight. 
As will shortly be explained, it is possible for a shipper in 
forwarding goods by ordinary freight methods to retain title to 
the goods until his foreign customers satisfy his terms of sale. 
This cannot be done when merchandise is shipped by parcel 
post, for there is no C. O. D. arrangement in our foreign parcel- 
post services, although it exists in the services of some other 
countries. 

If the exporter does not wish to trust his foreign customers 
on open book-account terms for the merchandise shipped by 
parcel post, then his only alternative is to ship the parcel post 
packages to some one else than the real consignee. He may _ 
ship them to his agent in the given market, if he cares to trust 
that agent, instructing him to turn over the packages to the 
actual consignees only against payment to him of the accom- 
panying invoices. Again he may ship the parcel-post packages 
directly to a bank in the consignee’s home town, instructing that 
bank to deliver to the consignee only against payment of a 
stated amount of money, but this usually involves previous 
arrangements with the bank in question that it will thus receive 
parcel-post shipments and thus undertake to handle them. 
Most banks in large cities decline to do anything of this sort, 
or at least prefer not to do so, while banks in some smaller 
places will undertake the duties involved. Whenever this is 
done, the packages must not bear any indication of the name 
of the ultimate consignee, but must be otherwise individually 
identified so that in an accompanying letter to the bank the 
latter will be able to make proper delivery of the correct 
packages. In principle, probably the larger part of export 
business by foreign parcel post is transacted on open book- 
account terms, which is not the most desirable way of carry- 
ing ona large export business. None the less, the advantages 
of larger use of the foreign parcel post demand recognition. 
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In addition to parcel post the exporter may sometimes be 
able to utilize to advantage either Sample Post or the First- 
Class Mails. The former is chiefly useful for what its name 
implies—the dispatch of samples of no commercial value, and 
its weight limit is restricted. First-class postage with sealed 
envelopes is sometimes worth paying, especially in connec- 
tion with valuable commodities and when registration is 
desired but is not to be obtained on parcel-post shipments, or 
to countries where receipt of parcel-post packages is attended 
with expense and trouble. Only familiarity with changing 
postal conditions and constant consultation with other export 
executives as to their own experiences and those reported by 
their customers can guide in these matters, 


CHAPTER XXII 


MAKING SHIPMENTS—SHIPMENTS BY RAIL FROM 
INTERIOR POINTS 


Executive’s Personal Knowledge of Shipping Details 
Important.—As with other forms of export activities, the duty . 
of attending to details of foreign shipping need not be assumed 
by a manufacturer or by an export executive, but may be 
entrusted to others. There are a number of considerations’ 
involved in making export shipments, which differ materially 
from domestic shipping problems. These characteristics 
must be understood by the export executive, at least in a 
general way if not in detail, even if he prefers to have his 
shipping taken care of for him by some sort of agent. It is 
highly necessary that the export executive have a general 
comprehension of what export shipping involves, since, if an 
agent be employed, that agent will give certain instructions 
about shipments, which may be meaningless and hence fail 
to receive careful and intelligent attention, and may involve 
dissatisfaction, if not actual loss, unless the export executive 
understands why the instructions he receives are necessary. 
Unquestionably, to secure the best and the greatest develop- 
ment of export business and for the greater satisfaction of all 
concerned, export shipping methods and problems should 
have not only the study but the personal attention of the 
export executive. His care and attention, as the party chiefly 
and personally interested, are bound to result much more 
satisfactorily than can those of a neutral agent of any descrip- 
tion. Hence, while at the outset of the development of an 
export business a manufacturer may prefer to have what seem 
to him complicated technicalities of export shipping taken 
care of for him by some one who knows more about such 
matters than does he, yet, with the growth of that business, it 
should be the export executive’s ambition to handle his ship- 
ments for himself so far as possible. 
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Through Export Railway Bills of Lading.—The American 
manufacturer located at some point in the interior of this 
country, as so many of \our important manufacturers are, 
has at his disposal‘an easy means of shipping his merchandise 
directly through to consignees in foreign countries, through the 
securing from his local railway station of a through export 
railway receipt or bill of lading, as shown in Fig. 8. Sucha 
document is provided by the principal railway trunk lines, 
_and is designed.to carry merchandise through from point of 
origin to point of foreign destination. It may seem to the 
manufacturer, therefore, a very easy and convenient way 
simply to deliver his goods to the railway station and obtain 
such a through bill of lading. In actual practice, however, it 
will be found that this means of forwarding export shipments 
is seldom adopted by the largest and most expert exporters. 
However facilities offered by the through railway bill of lading 
may be improved in the future, it seems that at present there 
are certain disadvantages that the export executive will do well 
to study, weigh, and compare. 

In the first place, the through railway bills of lading by 
no means always secure for the exporter the lowest available 
rates of freight, and this reacts on the manufacturer through 
his foreign customers; in the second place, the railway issu- 
ing these bills of lading may have certain facilities, especially 
for European destinations, such as through arrangements with 
special trans-Atlantic steamship companies, by whom prac- 
tically all of that railway’s European shipments are forwarded. 
This means that goods forwarded by the railway from the 
interior will be held at port awaiting room on a steamer of the 
line in question. The merchandise will not always be forwarded 
by the earliest, the quickest, or perhaps the most desirable 
route. Furthermore, the railway may not have similar 
arrangements, or perhaps any very desirable arrangements, 
with steamship lines plying to other and minor markets of the 
world to which the railway company has only occasional ship- 
ments to go forward. In the third place, the through railway 
bill of lading’ is not at present looked upon with favor either 
by foreign customers or by American bankers. Foreign 
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customers do not like them because they do not show date of 
actual dispatch from this country, which is what interests the 
foreigner, not the date of dispatch from, say, Madison, Wis- 
consin. Foreign customers and bankers at home do not favor 
these bills of lading, because very often no name of the steamer 
that carries the goods is shown on them. This is regarded as 
indispensable from many points of view, and both date of sail- 
ing and name of steamer are usually absolutely necessary when 
foreign customers have opened letters of credit with bankers in 
the United States to cover payment for such shipments, and 
are often desirable also for marine insurance purposes. Finally, 
there has heretofore existed good ground for complaint against 
the railway companies, because of the separation or division 
of shipments entrusted to them, part of which may be forwarded 
by one steamer and the remainder held for a fortnight or a 
month and ultimately sent forward by another steamer. 
Bearing in mind all of these criticisms, the export executive 
may yet find it sometimes desirable to employ these through 
railway bills of lading as they are employed by some large 
shippers in the Middle West. It is notable, however, that the 
most important concerns utilizing them are perhaps the pack- 
ing houses, whose business is chiefly restricted to a certain few 
points in Europe and whose heavy patronage of the railways, 
their special cars, etc., put them in position to arrange with 
the railways for special facilities in shipping in a large way tothe 
two or three points in Europe which they usually want to 
reach. The majority of American exporters at present prefer 
to ship on ordinary railway receipt fromthe home factory to the 
port out of which their export shipments will ultimately move 
and adopt other means of overseas shipments from such port. 
Dispatch to Seaboard by Railway.—Merchandise that is 
not manufactured at a seaport from which export shipments 
are directly made, must be transmitted from factory to sea- 
port by railway. That merchandise cannot simply be delivered 
to a local railway station with a blissful confidence that some- 
how or other it will ultimately get through to its foreign 
destination. Arrangements have to be made for its dispatch 
from the seaport. There are various formalities connected 
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with the dispatching of export goods at the seaport which will 
be considered in detail presently, and there must be some 
dispatching agent appointed, or otherwise an agreement made 
with the local railway company to attend to the forwarding 
details at the seaport. 

In any case, the merchandise must be properly packed for 
export before its delivery to the railway, because it will not 
be repacked at the seaport. In the United States it is neces- 
sary to mark the cases intended for foreign shipment ‘“‘for 
export”’ since there is a different handling and disposition of 
such goods by railways on the arrival of the freight at the sea- 
port, and certain facilities are thereby secured, including in 
many instances, for example, additional days of free storage 
and free or reduced expenses for lighterage or other deliveries 
to outbound steamers. Full details in these regards are always 
to be had from the official publications of the railway avail- 
able at any station, or from sundry handbooks on export 
practice. 

Ordinarily the traffic manager of a factory takes care of the 
dispatch of foreign as well as domestic shipments. Perhaps, 
because of his training and his familiarity with traffic in 
general, he is best qualified for the task; yet, owing to some 
peculiar conditions attaching to export shipping it is eminently 
desirable that he work in close cooperation with the export 
manager. However familiar the traffic manager may be with 
inland rates and freight classifications, he must learn a good 
deal that is new and different, if he is to have full charge of 
export shipping, and, above all, if the actual dispatch from the 
seaport is to be handled by him. He will have to study the 
world’s geography. He will have to learn routes to the world’s 
markets and the shipping facilities available for reaching those 
markets. He will have to understand the necessity for clear- 
ing export goods through the custom house and, in some 
instances, for securing the certification of invoices and bills of 
lading by consuls of the countries to which shipments are made. 
He will have to make satisfactory arrangements for trans- 
ferring goods from railway to steamship and he will have to 
cultivate an acquaintance among the freight agents of the 


HANDLING EXPORT BUSINESS 339 
x 

principal steamship lines that he patronizes, if he hopes to 
secure the greatest facilities and the lowest freight rates. In 
large organizations doing a considerable export business, it 
is, on all of these accounts, often found desirable to have a 
special assistant to the traffic manager whose duties are solely 
restricted to export shipments. In small organizations the 
cooperation and the assistance of the export manager are 
obviously essential. 

Forwarding Agent at Port Necessary.—Because of the 
necessity of carrying out certain formalities at the seaport, 
there must exist there an agent of some description who will 
act for a manufacturer located in the interior of the country. 
That agent may be the manufacturer’s own local representa- 
tive, or he may be the export freight agent for the railway that 
brings the goods from the interior, or he may be professionally 
engaged in the business of dispatching export shipments and 
do nothing else. The latter form of agent, one of the class gen- 
erally described as foreign freight forwarders, offers the means 
most commonly adopted by manufacturers who wish to be 
relieved of all details connected with export shipping. 
Through the employment of an agent of this kind, that is, the 
foreign freight forwarder, the manufacturer, if he chooses, 
need do no more in regard to shipping than deliver his goods 
to his local railway station consigned to the forwarder and tell 
the forwarder what he wants him to do with them. However, 
the manufacturer will first have to ask his forwarder what 
course he should pursue in regard to a given shipment and the 
forwarder will thereupon give him instructions, which must 
be carefully followed. The merchandise is shipped in care of 
the forwarder, and the railway bill of lading is sent to him. 
He will also require copies of the manufacturer’s invoices; for 
he is to act as the manufacturer’s shipping agent. 

It is now advisable to examine in some detail the operations 
of the foreign freight forwarder and to inquire how his services 
may be utilized and what are the advantages and disadvantages 
incident to such employment. It should be noted that some 
concerns operating as foreign freight forwarders advertise 
themselves as ‘‘foreign express companies.” This is a 
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misnomer; for the overseas trade there is really no such 
thing as ‘‘express”’ service, in the sense that the word “‘express”’ 
is used in inland transportation, excepting only as it may be 
considered as applying to the carriage of small parcels. 
“Foreign express companies,”’ so-called, utilize the same freight 
steamers as those utilized by shippers of bulky cargo. No 
rapid transit is gained or is honestly to be claimed. 

Foreign freight forwarders exist because they fulfil needed 
functions: First, as clearing and dispatching agents for export 
goods; second, because of the facilities they offer in grouping 
together small shipments of goods and reducing the pro rata 
expense on each. 

Forwarder as General Shipping Agent.—As clearing and 
dispatching agent, the foreign freight forwarder operates in 
the following fashion: He solicits the opportunity to act as 
agent of this description for manufacturers in the interior 
whom he supplies with forms of instructions similar to that 
shown in Fig. 9, which the manufacturer is to fill out and 
send to him for each shipment. These instructions show of 
what the shipment consists, to what foreign destination it is to 
be forwarded, and all other details necessary to enable the 
forwarder to act intelligently. He receives from the manu- 
facturer the railway bill of lading covering each shipment and 
has meanwhile arranged with a suitable steamship company for 
the receipt and transportation of the merchandise abroad. 
He makes out the necessary papers for entry and clearance at 
the custom house and files them. If necessary, he makes out 
the consular invoices required for shipments to some countries 
and attends to the formalities at the consulate of the country 
in question. He secures a shipping permit from the steam- 
ship line that is to carry the goods forward, arranges for the 
carting or the lighterage of the merchandise from the railway 
station to the ship by which the goods are to be dispatched, 
obtains receipt for their delivery to that steamer and takes all 
the necessary documents to the steamship company’s office, 
with the proper bill of lading, in the required number of copies, 
already made out and ready for signature. If he has been 
instructed to do so, the forwarder secures the necessary policy 
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of marine insurance in the form desired by the manufacturer, 
or such form as has been instructed by the manufacturer’s 
foreign customer. If the, forwarder acts merely as clearing 
and forwarding agent his duties are finished when he returns 
to the manufacturer the signed bill of lading from the-steam- 
ship company, the marine insurance policy, if one has been 
desired, and his own invoice for expenses and services. It will 
be observed that acting in this capacity, in fulfilling these 
duties, the agent» has relieved the manufacturer of no little 
onerous work and clerical detail, to say nothing of supplying 
the technical knowledge and ability which are necessary but 
which the manufacturer himself may not possess. 

Forwarder’s Usefulness in Dispatching Small Shipments. 
A foreign freight forwarder’s operations extend also into 
anotherandveryimportant field. It will beexplained presently 
that it often costs just as much freight to send one small case 
of goods forward by a steamer as it would cost to forward ten 
or twenty of the same cases by the same steamer to the same 
destination, if shipped together. The foreign freight for- 
warder takes advantage of this condition by grouping together 
small shipments received from many different manufacturers 
and dispatching the several shipments as one, under an omni- 
bus bill of lading, securing for the combined shipment the 
lowest rate of freight; he then apportions the total freight 
among the individual shippers of the small elements making up 
the entire shipment, more or less on a pro rata basis; but, in 
practice, in such proportions as seem to the forwarder suitable 
and profitable to him. The shipper of a single case of goods, 
who might otherwise be under the necessity of paying as much 
freight as he would pay on ten such cases, may have to pay, 
if shipped by a forwarder under this plan, only one-fifth as 
much freight as would otherwise be necessary, and thus he or 
his foreign customer profits accordingly, while the foreign 
freight forwarder makes his profit by the higher proportionate 
freight charge which he assesses on the shipper of the single 
case, that is, one-fifth of the total instead of one-tenth, which 
latter only is the forwarder’s actual cost. 

The same plan of grouping together small shipments is 
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followed by many of the forwarding agents in their combined 
or “consolidated” car shipments by interior railways, and 
in the export trade this method is especially notable in the 
United States because of the facilities offered in transconti- 
nental overland shipments to the Pacific Coast in conjunction — 
with trans-Pacific ocean shipments. A ‘‘consolidated car’’ 
may, for instance, start from Chicago carrying combined 
shipments from many different manufacturers to San Francisco 
or Seattle, thence to be transported by steamer to Japan, 
China or Australia. Or such a car may be dispatched from 
Cincinnati via Key West and car ferry through to the harbor 
of Havana, Cuba. 
How Foreign Freight Forwarders Operate.—Of course, the 
_ forwarder in dispatching these combination shipments from 
a number of isolated manufacturers, each having only a small 
quantity to go forward, does not accept and does not aim to 
secure shipments destined for a single consignee abroad, or 
even necessarily for the same foreign port. The foreign freight 
forwarder has established his own connections or agents of 
some kind in the principal ports of the world. Usually these 
connections are other freight forwarders operating in their 
respective ports in the same fashion in which the freight 
forwarder operates at home. Therefore, if the forwarder 
gathers together ten or twenty small shipments destined for 
one foreign port, say, for example, Buenos Aires, he groups 
them all together, takes out one steamship bill of lading cover- 
ing the whole shipment which he sends along with a way bill, 
such as is shown in Fig. 10, to his agent in Buenos Aires. 
The latter is told that the shipment includes one package, 
marked so-and-so, which must be delivered to a specified 
firm in Buenos Aires; another package, bearing certain 
other identifying marks, which must be delivered to another 
merchant in Buenos Aires; another package or two or three 
other packages, differently marked, which are intended for a 
third house in Buenos Aires, and soon. Upon arrival of the 
steamer at Buenos Aires the local representative of the foreign 
freight forwarder receives the shipment on the one bill ot 
lading and arranges delivery of the different parts of the group 
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shipment against presentation of proof of ownership, according 
to the instructions shown on the way bill, and he usually 
makes his own charges for his services to each of the con- 
signees. \ 

Meanwhile, the foreign freight forwarder at home has to give 
some kind of receipt, as evidence of shipment, to the different 
manufacturers whose merchandise he has thus sent forward. 
He usually does this by issuing his own bills of lading, each 
one covering only the small shipment made by each of the 
clients. These bills of lading are intended to be equivalent to 
a steamship bill of lading, and may sometimes even be utilized 
for banking purposes, but bankers do not usually look upon 
the forwarder’s bill of lading with favor, because it really 
is nothing more than a receipt of the forwarder, not of the 
steamship company and does not involve the latter’s respon- 
sibility. At any rate, the forwarder’s bill of lading in the hands 
of the manufacturer’s foreign customer, or any other interested 
party, becomes an evidence of ownership of the goods repre- 
sented by it, to be secured through its presentation to the for- 
warder’s agents at the foreign port. 

A form of forwarder’s bill of lading is shown in Fig. 11. It 
will be noted that this is termed a ‘“‘Freight Receipt.”’ This 
is so called because the forwarders in this case do not wish to 
be considered as common carriers. Many forwarders do, 
however, issue other similar documents providing for delivery 
to order. 

Operations of this sort in grouping small shipments by foreign 
freight forwarders are simple, when the forwarder has collected 
the requisite number or volume of small shipments for one 
port of destination, as is frequently enough the case in ship- 
ments to the principal markets of the world, but there may 
arise cases where small shipments have to be taken care of 
which are destined for ports of comparative insignificance. 
The ordinary foreign freight forwarder might, for instance, 
rarely have packages to go forward to Saigon, French Indo- 
China. Receiving one such small shipment and having 
nothing else to send along with it to Saigon and very likely 
not anticipating anything more for the same port for some 
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time-to come, the forwarder will probably include this small 
shipment with other shipments intended for some other port 
from which Saigon may be easily reached, say, Singapore or 
Marseilles. In doing this, the forwarder relies upon his 
correspondent in Singapore or Marseilles to have other ship- 
ments of his own for Saigon with which the original forwarder’s 
single case can be included. 

There would in such instance as this be a double forwarding 
charge involved; but, after all, if the merchandise in question 
could not be shipped otherwise than on a regular steamship 
bill of lading, the aggregate charge might be economical to the 
manufacturer. 

Foreign freight forwarders sometimes issue rate cards pur- 
porting to show charges on packages of various weights to all 
principal parts of the world. These are to be regarded merely 
as advertising devices; for the rates therein printed are purely 
nominal and not binding on the forwarder, and probably in 
most instances may be discounted in actual shipping, some- 
times by as much as 50 per cent. 

Advantages in Utilizing Forwarding Agents.—The utility of 
the foreign freight forwarder consists, therefore, both in reliev- 
ing the manufacturer of the necessity of personal attention to 
the details of forwarding, and in actual economies possible 
when small shipments only have to be dispatched. It is to be 
noted, however, that all sorts and conditions of men are 
engaged in the freight forwarding business. There are old and 
well-established houses doing a very large forwarding business, 
there are small one-man concerns doing a very limited business. 
There are some forwarders who do business with all quarters of 
the globe, there are others who specialize in shipping to 
certain markets only. In any case, facilities of different for- 
warders may vary, both according to the business done and 
their familiarity with shipping to different markets and with the 
actual business which they may have on hand or in sight in 
connection with a given port or country. Manufacturers, 
therefore, will often do well in negotiating regarding foreign 
shipments to inquire of several forwarders in the effort to 
discover whether one may not have better facilities or rates to 
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offer in connection with a shipment to a.special market than 
have his competitors. 

Some advantages to a manufacturer in utilizing a foreign 
freight forwarder must bé sufficiently evident from the fore- 
going. In addition it will be found that arrangements may 
sometimes be made with a forwarder to dispatch freight with 
charges to follow; that is, to be collected at destination, 
though steamship companies usually require freight to be pre- 
paid at point of shipment. This facility, however, often 
entails additional expense. 

An even more important advantage is sometimes discovered 
through utilizing a forwarder who is a large shipper in securing 
freight room on desirable steamers, which could not otherwise 
be obtained, because some of these forwarders often make in 
advance important freight engagements in their own names 
and at advantageous rates, expecting to be able to fill the 
space for which they contract before the sailing day of the 
vessel by securing sufficient freight from their different domestic 
chents. Undoubtedly the forwarder in such instances charges 
his clients a considerable advance over the freight rates that he 
himself enjoys through his contract with the steamer, but the 
advantage of being able to secure earlier dispatch than other- 
wise possible may offset the higher freight rate demanded by 
the forwarder, if that rate is not so exorbitant as to react 
unfavorably on the development of the manufacturer’s busi- 
ness with his foreign customer. Again, freight forwarders 
are usually keenly watching all shipping developments and 
are well informed as to all available means of reaching different 
foreign markets, including not only sailings actually scheduled 
and advertised, but possibilities in the future as unexpected 
opportunities may sometimes develop. This ought to mean 
that the forwarder, acting as shipping agent for a manu- 
facturer, will be able to secure for the latter the earliest and 
best shipping facilities. 

Criticisms Sometimes Made of Forwarder’s Services.—It 
will be wise to consider what, if any, disadvantages may be 
involved in connection with the employment of a foreign 
freight forwarder. One possible disadvantage may consist in 
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thé dissatisfaction of the manufacturer’s foreign customers 
with the operation of the forwarder who has been chosen. 
The charge which the forwarder makes at home does not 
always represent the total cost of forwarding to the foreign 
customer. The local representative of the forwarder at 
the customer’s port may make heavy and quite unreasonable 
charges at his end and for his own account. It is the usual 
practice of these local representatives of forwarders to take 
upon themselves the clearance of the merchandise through 
the foreign custom house, making their own charges for so 
doing, when the manufacturer’s customer may much prefer 
to carry out this operation himself or through his own brokers 
who can do it much more cheaply. Again, there is always the 
question of the forwarder’s attention, and intelligent atten- 
tion, to the wishes of the manufacturer and his foreign cus- 
tomer, of mistakes made in carrying out the tremendous 
volume of petty clerical and technical detail involved in the 
complicated operations of the forwarder, of delays which, 
warranted or unwarranted, often occur. Instances have been 
known where cases received by a forwarder for shipment abroad 
have lain about his warehouse for three or four months before 
any effort was made to send them along, because of oversight or 
merely because the forwarder had no convenient or economical 
means of dispatching to the desired destination. 

The most common complaint against forwarders is that of 
inflated charges. Irritating as such charges may be, it is 
none the less worthy of note that few of these agents grow 
rich very fast; and their business is of such a complicated 
nature that they may be thought really entitled to such profits 
as they may make, no matter what guise their charges take. 
They are not supposed to charge back to their clients, the 
manufacturers who entrust them with goods to be forwarded, 
their exact out-of-pocket expenses, but they undoubtedly 
make a profit on each and every item of that description. The 
real question would seem to be the securing of the cheapest and 
most satisfactory forwarding arrangements. In every instance, 
manufacturers who employ forwarders to take care of their 
export shipping should take pains to learn from their foreign 
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customers whether the forwarder’s services and charges have 
been satisfactory. If not, another forwarder may be tried or 
the first given warning. The aim of the manufacturer must 
always be to insure the complete satisfaction of his customer 
in every regard. The forwarder is merely an instrument for 
the handling of export trade. If one instrument does not 
function satisfactorily then another may-be tried. 

Forwarders who endeavor to act as bankers for manu- 
facturers, claiming to discount their foreign drafts, and who 
accept shipments to be sent on C.O.D. terms, are in these 
respects transgressing the legitimate bounds of their business. . 
No forwarder is a proper banker and when he “‘discounts” a 
manufacturer’s draft he usually merely takes that draft bearing 
the manufacturer’s signature to a bank and discounts it on the 
strength of the manufacturer’s signature, not on his own. 
When the forwarder attempts to collect C.O.D. shipments for 
a manufacturer, it often happens that remittances are unduly 
delayed. The forwarder’s representative at point of destina- 
tion does not always seem anxious to part with the money 
which he has obtained, and when he remits it, at his own plea- 
sure or convenience, the forwarder at home likes to use that 
money as long as possible, with the consequence that the 
manufacturer often waits a good many more months than is 
necessary. The foreign freight forwarder ought to be con- 
sidered solely in the capacity of forwarding agent. Some- 
times he receives commissions from foreign merchants to 
purchase small quantities of merchandise for their account. 
He does not thereby become an export merchant or an export 
commission house. The operation is merely incidental to his 
forwarding activities. He may welcome buying orders of this 
sort because they introduce him to new possible clients among 
manufacturers, as well as increase the volume of his forwarding 
business. His activities in this regard also may very well be 
discouraged. 

Forwarding Departments of Steamship Lines.—Nowadays 
a great many steamship lines maintain their own forwarding 
departments. Probably two-thirds of the steamship companies 
plying out of New York offer this facility, which means that 
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an interior manufacturer may consign his shipments directly 
to the steamship company and its forwarding department will 
attend to all of the necessary formalities in getting goods on 
board steamer, in clearing them at the custom house, and secur- 
ing all the required documents, making the usual forwarder’s 
charges in this connection. There is this distinction, however, 
which must be noted between the general foreign freight 
forwarder and the forwarding department of a steamship 
company. The general freight forwarder is not, or should not 
be, bound to dispatch goods by any special steamer or any . 
given line of steamers He should adopt the most desirable 
means of forwarding. Shipments consigned directly to a. 
steamship company to be handled by its forwarding depart- 
ment are, as a matter of course, sent overseas by vessels of 
that company. There will be no choice of routes offered, no 
advantages in early dispatch, or quick transportation, or com- 
petitive rates. The employment of the steamship company’s 
forwarding department is entirely satisfactory when it has 
been definitely decided that goods are to be dispatched by the 
line involved and agreement has been obtained as to the vessel 
by which the shipment shall be transported and the rate to be 
charged. 

It should be understood, further, that neither the forward- 
ing departments of steamship companies nor the foreign 
freight agents of railway companies at seaports are often in 
position to group together small shipments and secure econo- 
mies in charges which the general forwarders ought to be able 
always to offer. The facilities of the steamship and the rail- 
way forwarding agents are chiefly those of attorneys or agents 
to take care of the necessary formalities, secure freight room 
and put merchandise on board. 


CHAPTER XXIII 


MAKING SHIPMENTS—OCEAN STEAMSHIP SER- 
VICES AND THE SHIPPING BUSINESS 


Advantages and Peculiarities of Ocean Transportation. 
’ Water-borne transportation has always been recognized as 
cheaper than any other form, and particularly is this true of 
ocean transportation. It is a common remark that the ocean 
is free to all, that any one who wishes may hire, buy or build 
a ship and sail her wherever he chooses, without having to 
purchase and maintain expensive rights of way or make any 
heavy investment in rail or road construction. The ocean 
route costs nothing for maintenance and the expenses incurred 
in transporting freight are light in comparison with those of 
other carriers; as a consequence ocean freight rates are 
usually, at least in normal times, insignificant as compared with 
railway rates. The unprecedented conditions in ocean ship- 
ping brought about by the World War increased many freight 
rates by as much as twenty times the prewar rate; and the 
tremendous profits realized, in spite of the great risks incurred, 
tempted into the steamship’ business a large number of men 
with little knowledge and less experience. With the return 
of competition after the war and the ensuing depression in 
international commerce, hence in the shipping business, the 
experimental ship operators rapidly diminished in number and 
in the future, ocean transportation will probably remain, as 
in the past, in the hands of shrewd and experienced companies. 

Ocean carriers are of several different types, roughly to be 
divided between steamships and sailing vessels. Sailing 
vessels will not be considered in these pages, for there appears 
to be no prospect of their extended use in the future, as ocean 
carriers for general cargo. During the World War, owing to 
the dearth of shipping vessels of any description, the use of 
sailers was revived and many old hulks were repaired and put 
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into service, many new ones built either having sails only or 
with auxiliary internal-combustion engines. The end of the 
war and the results of feverish activity in the construction of 
an enormous amount of steam tonnage left the sailers, which 
had been employed as makeshifts, almost without value. 
Sailing vessels may continue to be utilized in some instances 
for transport of freight of low value, chiefly if not exclusively 
in full-cargo quantities. There are several considerations, how- 
ever, which make the employment of steamships, as a rule, 
more economical as well as otherwise preferable. The 
steamship is both faster and more dependable. If rates by 
steamship are somewhat higher than those by sailing vessel, 
yet the insurance premium is usually lower and there is always 
the interest charge on the investment in cargo. When a sail- 
ing vessel departs from port no one can forecast closely a 
date when she is likely to arrive at destination. The arrival 
date of a steamship is known, at least in a closely approxi- 
mate way, barring accidents, which are likely to occur in both 
forms of transportation. 

Ocean Steamships of Various Descriptions.—Under the 
general classification of steamships may be included not only 
vessels driven by reciprocating steam engines, by steam tur- 
bines, by the new electric drive, but also those propelled by 
internal-combustion motors. As to types, steamships may be 
considered as passenger, cargo, or combined passenger and 
cargo vessels. It is not necessary here to concern ourselves 
with the different types of construction illustrated by modern 
steamships, nor with the question of iron, steel, or wood con- 
struction, beyond remarking that steel is now almost univer- 
sally preferred and used. 

Passenger steamships include both the fast express boats 
especially intended for the quick and luxurious transfer of 
passengers, usually at high rates of fare, which pay very little 
if any attention to the transportation of cargo, and combined 
passenger and freight vessels, or what are sometimes called 
“intermediate” vessels, which may give chief attention to 
passengers or chiefly rely upon cargo with incidental passenger 
accommodations. Vessels of both these kinds are usually 
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employed for carrying the mails. Mammoth express passenger 
boats seem often to be relied upon chiefly for the advertise- 
ment that results to their,owners through their speed and 
luxurious accommodations, for they are not always regarded 
as the most profitable type. Ocean passenger steamers usually 
carry three classes of passengers, first, second, and third, the 
third class being that commonly spoken of as steerage, although 
there are some vessels that have a special steerage in addition 
to a third class,and in tropical trades there is often another class 
for deck passengers, for whom no accommodations and no food 
is provided, who sleep on deck in the open and carry with them 
their own maintenance. The one-class passenger boat is 
apparently growing in favor, the term really being aeuphemism 
for a second-class or ‘‘intermediate’’ vessel; that is to say, that 
the one-class boat aims to give accommodation and mainte- 
nance about equal to that which would be given in the second 
class of a vessel carrying two or three classes of passengers. 
A number of once famous express passenger boats have been 
turned into one-class boats, perhaps because of the passage of 
years and the advent of newer and in some respects improved 
vessels, but there are also new vessels especially constructed 
for the ‘‘intermediate”’ trade. The transportation of emigrants 
is a special feature of many steamships and has been regarded 
- by owners as specially profitable, vessels being designed largely, 
if not almost exclusively, for the emigrant service between 
Europe and the United States, Europe, especially Italy, and 
the River Plate, and at seasons between Spain and Cuba. 
As many as 2,500 or 3,000 emigrants are sometimes trans- 
ported by a single vessel. 

It has so frequently been predicted that the limit both in 
size and in speed of ocean steamships had been reached that 
no opinion is to be expressed on these points. Development 
in the future will perhaps largely depend on future costs of 
shipbuilding so far as the size of vessels is concerned; and as 
for speed, much will depend upon improved motive devices 
and cost of fuel. It is popularly understood that at present 
there is an economical average speed at which a vessel of a 
good model can be driven, and that every mile of additional 
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speed that is required costs disproportionately and reduces 
accordingly the profits of the vessel. 

Freight or cargo vessels may be classified as those intended 
for general cargo of all descriptions and those specially built 
for certain trades—for example, for the carriage of lumber, 
grain, coal, so-called tank vessels for bulk oil or other liquids, 
refrigerator vessels for transporting perishable meats, fruits, 
etc., in cold storage or in a frozen condition. It is perhaps not 
generally understood how large a part of the ocean carriers of 
the world consists of strictly cargo vessels. ‘It has been stated 
that out of a total of 25,000 ocean-going steamships about 
23,500 are exclusively cargo boats. Certainly the great bulk 
of the world’s commerce is transported in such vessels, not in 
the popular and more widely known express or other passen- 
ger boats. 

Steamship Lines and Their Organizations.—Ocean steam- 
ships may, in a rough way, be classified as liners and tramps. 
Regular steamship lines include not only the passenger services 
which are popularly associated with the term “‘line,”’ but also 
regular services of freight or cargo vessels. In either case a 
“line,” whether passenger or freight, or both, may be operated 
by vessels owned by the company concerned or by vessels 
that it hires or charters from other owners, and in the latter 
case the ship may be employed in either more or less continuous 
service, or for a single, occasional or incidental voyage only. 
Some of the lines well known as passenger carriers operate over 
the same routes vessels that carry freight only. The lines 
that consist solely of cargo boats may have fixed and deter- 
mined sailing dates on which their vessels depart whether 
fully loaded or only half loaded; other so-called lines of cargo 
vessels dispatch their ships at more or less regular intervals, 
for example, perhaps once a month, but not on any fixed or 
definite dates, often holding back a sailing for a week, or two 
or three weeks, in order to secure more cargo. 

Tramp Steamers and How They Operate.—Outside of the 
steamships owned by the fifteen or twenty steamship lines of 
the world, there are over 20,000 other freight steamships, 
some of which may be regularly employed in the operations of 
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smaller but regular lines, although the great mass of this large 
fleet consists of what are known as tramp steamers. A tramp 
steamer is something like a freight wagon, which will go any- 
where and take any kind of load for which it may be hired. 
It may operate independently at times and at other times it 
may hire itself out for 6 months, or for a year or more, to a 
regular line which is obliged to supplement the services of its 
own vessels by the employment of additional carriers. Tramp 
steamers are chiefly employed in the transportation of full 
cargoes, but they may sometimes be ‘“‘put on the berth” as it 
is called; that is, obtain through solicitation a general cargo. 
The operations of a tramp are interesting from many points 
of view. 

The services of a tramp steamer are sold through brokers, 
just as though they were a bushel of wheat or a bale of cotton. 
When an owner or agent expects to have a vessel for charter, 
no matter where that vessel. may be, the fact is immediately 
cabled to brokers in all the principal ports where it may be 
thought possible that somebody may have cargo to ship and 
may be prepared to charter a vessel of the size and description 
of the one in question. Before the tramp’s voyage is finished, 
its owner is in negotiation with brokers in different countries, 
receiving offers for various kinds of charters between widely 
separated ports. Brokers in the United States or in Australia 
may make offers to the owner in England, which the latter will 
consider, accept, or reject, as he may think most profitable. 

A tramp always remains a tramp, even if nowand then it may 
be chartered for several or a good many round voyages as an 
auxiliary vessel to a regular line of steamers. Ultimately, it 
returns to its proper character as a tramp, and one month 
will be found in New York loading a cargo of grain for Europe, 
three months later in Australia taking in wool for England. 
One of the most vivid examples of the operations of a tramp is 
that of a certain ship covering a period of almost two years, 
during which it never once returned to its home port. This 
ship sailed from London with a cargo for Japan, calling at 
Colombo and Singapore. Finding no opportunities for new 
employment from Japan, the tramp proceeded light (empty or 
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in ballast) to Java where it had secured through brokers a 
cargo of sugar for New York. Arriving in New York, the 
ship was then chartered to carry a cargo of general merchandise 
calling at twenty-six ports on the West Coast of South America. 
Brokers in Chile chartered the ship for a cargo of nitrate of 
soda for Baltimore. From Baltimore it proceeded in ballast 
to New York where a broker had chartered it to carry general 
merchandise to Australia and New Zealand. Operations such 
as the foregoing are characteristic of the experiences of all 
tramp steamers. 

There has always existed in England an element in the tramp 
shipping business which has been quite unknown either in 
Germany or the United States. This is the ownership of 
great fleets of tramp vessels by individuals and by companies 
organized and existing for no other purpose than such owner- 
ship and the chartering or hiring out of the vessels owned on 
a basis that would return satisfactory dividends to the owners, 
who never operate their own ships. The great bulk of 
England’s large tramp tonnage is thus owned and thus 
chartered or leased. Tramp owning in England is an industry 
which, on the whole, has been satisfactorily successful and is 
regarded by the English as a most valuable factor in the 
national prosperity. That industry has been built up through 
several generations of experience. Competition with it will 
probably require organization and ability of no mean order. 

Carrying Capacities of Steamships.—The carrying capacity 
of an ocean freighter usually means very little to one not 
intimately connected with the business. A single steamer 
may carry from 20,000 to 25,000 bales of cotton, which would 
require about 375 ordinary American railway cars to trans- 
port from the fields to the steamer’s side. A tank ship may 
transport, 15,000 tons of refined petroleum, equal to the 
contents of 530 standard tank cars as utilized on American 
railways. A large American flour mill may produce 7,000 
barrels of flour a day, but it would take that mill a month’s 
steady work to produce a load for a ship having a dead-weight 
cargo carrying capacity of 15,000 tons and it would use the entire 
crop of wheat from 250 to 300 average farms of 160 acres each. 
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Another interesting illustration of the capacity of a cargo 
vessel is found in comparing the capacities of British railway 
trucks, or freight cars as they are called in the’ United States, 
and the average length of railway trains in Great Britain, as 
cited by an English authority, Douglas Owen. Take a vessel 
measuring 8,000 gross tons and, say, 5,000 net tons, supposed 
to have a carrying capacity of about 12,000 tons. British 
railway trucks are light and small compared with American, 
carrying only frdm 8 to 10 tons, say, an average of 9 tons. 
The ship chosen for illustration will, therefore, carry away the 
load of 1,333 average railway trucks. About 30 of these trucks 
make up the average train in England, and therefore 44 train 
loads would be required to load this steamer. Since these 
trucks will measure about 18 feet in length, the whole number 
of 1,333 trucks would give a total length of almost 5 miles of 
trains which would be required to transport the cargo to fill 
this vessel. 

What Tonnage of a Ship Means.—Steamships are rated as 
to size in four different kinds of tons, but the word ton as used 
in connection with the measurement of a ship is an entirely dif- 
ferent kind of thing from the ton that is applied to the cargo 
itself. In ancient days the standard of the size of a vessel was 
her capacity to stow casks or ‘‘tuns’” of wine. This particular 
word in course of time was converted into the more modern 
‘ton’? which, as just remarked, is not to be confused with the 
similar word used in regard to cargo, which will be discussed 
presently. , 

The tonnage of a vessel may be either (1) displacement, (2) 
dead weight, (3) gross, or (4) net. Of these, the gross tonnage 
and the net tonnage are the more important, since port and 
canal charges, etc., are usually assessed on the net tonnage. 
The official gross tonnage of a vessel is supposed to be the 
measure of the cubical capacity of a vessel expressed in tons of 
100 cubic feet each. This kind of ton is a purely arbitrary 
measurement arrived at a great many years ago when the 
British Government discovered the necessity of establishing 
some standard. Upon investigation it was found that 94 
cubic feet represented the average of the many varied measure- 
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ments which were then in force. 100 cubic feet instead of 
94 was arbitrarily selected as more convenient for calculation 
purposes. The gross measurement, then, is arrived at by 
measuring the under-deck cubical contents, to which are added 
the contents of the deck structures, the total result being 
expressed in gross tons of 100 cubic feet each. 

Since a large part of the capacity of a ship is taken up by 
the engine rooms, quarters occupied by the crew, for navigation 
purposes, etc., it is necessary to arrive at a net measurement, 
which is officially the register tonnage, and it is that which is 
-commonly meant when the term ‘‘tons burden’’ is employed, 
the burden not in any way applying to the actual load ofthe 
ship. The rules for measuring both gross and net tonnage vary 
in different countries. The net or register tonnage is the basis 
for tonnage taxes throughout the world. Theoretically, the 
net tonnage represents the space available for cargo and pas- 
sengers. From the gross tonnage are deducted the spaces 
occupied by machinery and fuel, by accommodations for crew 
and officers, and for the general working of the ship. The rules 
for measuring net tonnage are different in Great Britain and 
in the United States, and in both cases differ slightly from 
those prescribed as the basis on which Suez Canal and Panama 
Canal tolls are levied. 

Displacement tonnage is a term infrequently used in every- 
day practice. It indicates the weight of the vessel as deter- 
mined by the water displaced by it when loaded, expressed 
in tons of 2,240 pounds. The term is chiefly used in ship- 
building and in regard to naval vessels, and is principally 
of use to captains in determining the actual weight of the 
vessel when loaded to a given draft. 

Dead-weight tonnage is a term that only came into general 
use with the outbreak of the World War. This too is a weight, 
not a measurement tonnage. It represents the theoretical 
weight of cargo and fuel which a vessel is able to carry when 
loaded as deeply as safety permits; that is, it represents the 
difference between the displacement of the ship when unloaded 
and its displacement when fully loaded, expressed in terms of 
the long ton of 2,240 pounds. The term is useful in some con- 


358 THE EXPORT EXECUTIVE 


nections, particularly in the shipment of heavy commodities 
like coal and ore, and is often used as a basis for rates in 
chartering vessels on time. As a matter of fact, so far as 
general cargo is concerned, dead-weight tonnage is rarely 
considered, since it is obvious that a vessel which might carry 
12,000 tons of pig iron would not have sufficient cubic capacity 
to transport 12,000 tons of ostrich feathers. 

There is a very simple rule by which one can obtain a rough 
but generally approximate idea of the relative relations of the 
dead weight, thé gross, and the net tonnage, of a vessel. The 
gross tonnage may be taken as approximately two-thirds the 
dead-weight tonnage, and the net tonnage in turn may be 
regarded as about two-thirds of the gross tonnage. It must 
be understood that this rule will never be exact; it will, indeed, 
be absurd as applied to some of the fast passenger steamers in 
which a very large amount of space is necessarily devoted to 
the propelling machinery and little if any. space is given to 
transporation of cargo, but as applied to the cargo carrier of 
ordinary type the proportions indicated afford a ready ‘‘rule 
of thumb”’ for a guess at the approximate tonnages of a vessel. 

Chartering a Vessel.—British shipping authorities estimate 
that at least 70 per cent. of Great Britain’s shipping consists of 
tramp vessels, chartered or open to charter. To charter a 
vessel is in many respects like hiring a house. The lease or 
written agreement which defines the terms of the charter is 
called the “‘charter party.’”’ Vessels may be chartered in all 
sorts of ways and there are all sorts of charter parties applying 
to vessels that may be wanted for special routes or ports, or 
for carrying special commodities. Charters are usually 
negotiated through brokers who receive a commission for their 
services in bringing ship owner, or agent, and charterer together 
on mutually satisfactory terms, that brokerage usually being 
at the rate of from 1 per cent. to 14 per cent. of the ocean 
freight bill. There is no one recognized form of charter party. 
Many owners have their own forms; so also there are special 
forms approved by produce and other exchanges; and there are 
special forms such as the ‘Baltic Time Form,” the ‘‘Welsh 
Coal Form,” and several forms adopted by the British and the 
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United States Governmentsin connection with the operations of 
their war-built vessels; and forms adapted to the lumber trade, 
the grain, the coal, the sugar, the ore and other trades. 

There are, however, four general kinds of forms of charter 
parties. These are: (1) The bare boat form, in which the 
charterer pays all expenses for voyage and cargo, engages the 
officers and crew and pays them, and takes care of all insurance 
charges and repairs. (2) The time charter, under which a ship 
is hired, manned, and provisioned, for a given length of time 
for operation within certain specified limits, at a rate of pay 
per day orpermonth. (3) The net form of charter, under which 
a ship is hired for a given voyage and the owner pays salaries 
and wages to the officers and crew, provides their food and the 
ship’s general supplies, while the expenses incident to the cargo 
as distinguished from the ship are paid by the charterer. 
The rate of hire is usually based on the dead-weight capacity 
of the ship, or upon the value of the cargo actually shipped. 
With a time charter, the owner has to pay for the food, 
_ salaries and wages of officers and crew, the charterer pays 
for the fuel, and the ship is hired for a given length of time 
to make any voyages that may be desired within the specified 
limits. In the net form, the owner has to supply the fuel, 
the exact voyage for which the ship is chartered is defined, 
but the length of time to be employed on that voyage is not 
mentioned. (4) the gross form, under which the owner 
pays all operating expenses, the food, stores, and supplies 
as well as fuel, all port charges, and every ordinary expense 
for loading and unloading cargo from the time the ship 
begins to load until the cargo is fully discharged. Under the 
gross form, the greatest responsibility is that of the owner; 
under the bare boat form, it is the charterer who assumes the 
greatest obligations. 

Two technical terms often encountered in charters and in 
discussions of the subject may require brief definitions. What 
are known as lay days mean the number of days that are to be 
allowed to shippers to load and discharge the cargo. If this 
specified number of lay days is exceeded, the additional time for 
which the steamer is delayed is known as demurrage. A charter 
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party ustially provides that the charterer must pay an addi- 
tional stated price per day for such delays. 

Main Routes of Ocean Shipping.—Tramp or chartered 
vessels operate in al! sorts of directions between all ports of 
the world. Liners operate between fixed and determined 
termini. However, there are certain great routes of commerce 
which ocean vessels of all classes chiefly follow. It is to be 
remembered that, because the earth is a globe, the shortest 
distance between.any two ports is not necessarily a line drawn 
across the flat surface of a map. The shortest route 
between any two ports is the Great Circle track which on 
ordinary maps might appear asa curve. The main routes of 
ocean shipping are variously classified but for the present pur- _ 
poses the following are sufficient for consideration: 

The North Atlantic route is the route between all Atlantic 
ports of the United States and Canada and the ports of Great 
Britain and Western Europe. It is said that one-sixth of the 
total shipping of the world moves over this route because it 
connects the principal commercial countries of the world. . 
It is followed by the largest passenger vessels as well as by all 
sorts of cargo carriers. This route passes far to the north in 
attempting to follow approximately the arc of a Great Circle. 

The Suez Canal route is perhaps second in importance, since 
it is the great highway to the East, and with it may be 
included the general Mediterranean trade. This route starts 
from ports on the Atlantic seaboard of the United States and 
ports of Great Britain and Northern Europe, converging at 
Gibraltar, and terminates either in the many ports of the 
Mediterranean or, in its more important relations, in the ports 
of British India, the East Indies, China, Japan, Australia, and 
New Zealand. 

The third route in importance may be what is often referred 
to as the South African route, which is followed by vessels from 
the United States and from Great Britain and Western Europe 
not only to reach ports of South Africa itself, but, because by 
following this route the Suez Canal dues are avoided, it is 
also utilized in shipping to the Middle and the Far East and, 
very especially, ports of Australia and New Zealand. The route 
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is, of course, much longer than the Suez Canal route but is 
usually considered more economical so far as the actual outlay 
of money is concerned. 

The route to the East Coast of South America, involving the 
important markets of Brazil and the River Plate may next 
warrant mention, although this route is by no means so 
important nowadays as it used to be, because no longer followed 
to any great extent by shipping continuing on to the West Coast 
of South America to which the route formerly extended. 

The Panama Canal route requires notice at this point, 
because it is both important today and likely to grow largely in 
importance in the future. This route is followed by vessels from 
Europe and from all eastern ports of the United States in reach- 
ing the West Coast of South and Central America, and to a 
considerable extent by shipping destined for New Zealand, 
Australia and ports of the Far East. There is also an impor- 
tant traffic by this route between the east and west coasts of 
_ the United States. 

The North Pacific route connects the Pacific Coast ports of 
the United States and Canada with Japan, China, the Philip- 
pines, and India, and a fairly large number of vessels follow 
this route in proceeding on to Europe in making round- 
the-world voyages. Like the North Atlantic route, the Pacific 
route follows the arc of a great circle far to the north in the 
ocean, in order to economize distance. For example, when a 
ship from San Francisco calls at Honolulu on its way to Japan 
800 miles are added to the length of the voyage. 

In addition to the routes mentioned there are innumerable 
others which carry an important volume of shipping, such as 
the trade of the Carribbean, the north and south Pacific trade 
from Pacific Coast ports of America and from Japan to West 
Coast ports of South America, to the South Sea Islands, and to 
New Zealand and Australia. All the great trunk lines of ocean 
shipping have innumerable branches and a great many feeders. 
Take for example what has been called the Suez Canal route. 
Converging at Gibraltar, lines following this route diverge to 
Spanish, French, Italian, Levantine, and North African ports. 
If they proceed through the Suez Canal and reach Aden there 
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are important branches there. Ships may proceed thence to 
the South and to the East Coast of South Africa, Zanzibar, etc. ; 
turning north they may go to the Persian Gulf. They may 
proceed from Aden to Bontbay. If they follow the track to the 
Far East they reach Colombo, where they may turn north to 
Calcutta and Ragoon or south to Australia or proceed via 
Straits Settlements to China and Japan. 

Feeder lines exist all over the world transporting cargo from 
minor ports to the great ports where steamers following regular 
routes call. Phese feeder routes not only supply cargo to, 
but they return to their home ports cargoes taken from, vessels 
that follow the more important routes but do not reach the 
minor ports. This transshipping service is something that _ 
requires the attention of export and traffic managers, for it is 
possible by use of transshipping facilities to land cargo at any 
port in the world, and there are few ports to which some 
of the great steamship companies do not issue through bills of 
lading. While a great and indispensable convenience, trans- _ 
shipping is usually to be avoided whenever a direct steamer can 
be found that will take a shipment through to port of destina- 
tion. It often happens that through bills of lading involving 
transshipment can be secured at equally as low rates of freight 
as the direct bill of lading, but transshipping always involves 
one extra handling of the cargo with consequent risks of 
damage and probabilities, of delay, and sometimes there 
may be more than one occasion for such risks in transship- 
ping services. : 

In determining routes on which steamships shall be used 
there has always to be considered both the volume of freight 
moving in one direction and the probable volume of return 
cargoes. It often, indeed, usually, happens that there is 
more cargo moving in one direction than in the other, and in 
some countries there is a very much larger volume of freight 
at one season of the year than at another. If a steamer tak- 
ing out a full cargo from one port to another be forced to return 
empty to the first port, it follows that the outward freight 
rate must be double what it ought otherwise to be, or that the 
ship loses money in its operations. It is a common thing, 
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therefore, for ships to operate on triangular routes, taking 
cargo from one country to another country, there loading 
cargo fora third country, from which cargo may be taken back 
to the country from which the ship first started. Thus, 
since there is comparatively little freight to be transported 
away from the Cape of Good Hope, it often happens that ships 
make their way from Africa to India or Australia in ballast, 
there they load a cargo for Europe, discharge that cargo and 
load again for New York, whence the same round of operations 
is begun all over again. 

It would seem that one of the first essentials of a successful 
or profitable shipping business would be the existence of good 
harbors and adequate port facilities, but a fairly large number 
of important shipping ports of the world have no harbors at all, 
and even in some of the greatest ports shipping facilities are 
sadly deficient. Of harbors on the West Coast of South and 
Central America, for instance, there are practically none at all. 
And, indeed, the same is true of many ports on the east coasts 
of these continents, as it is also true of ports of the Levant and 
of East and West Africa. In such cases ships must often lie in 
the open sea, from one to three miles off shore, and cargo is 
transferred by means of lighters, sometimes in heavy seas or 
actual storms, involving considerable risks of loss or at least 
damage. 

Ports and Harbors.—Many of the great ports of the world 
have devoted enormous sums of money to port improvements, 
the construction of wharves and the installation of loading and 
unloading facilities. Yet in almost any crowded port, New 
York or London or Hamburg, there are always many ships 
which cannot find a berth and have to lie in the stream and 
receive and discharge cargo by means of lighters. Taking 
the world as a whole, it seems probable that the greater 
part of the cargoes transported reach shore or ship in this 
fashion. 

The effort to develop ports, above all, to supply adequate 
wharfage facilities, is always one of the principal subjects for 
study by the authorities in all port cities. A port isa natural 
development; seldom is one made to order which proves success- 
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ful. It is frequently asserted that unless such and such a port 
improves its facilities or alters its arrangements, shipping will 
desert it in favor of some other port. This never happens, 
because the port itself originated and developed as a natural 
outlet or inlet for commerce, usually aided by certain natural 
facilities, protection from storms, depth of water, area for 
anchorage, etc., and around that port and leading into it there 
has always grown up a complex system of railway and other 
transportation facilities, bringing to it products from the 
interior and taking back to the interior, in ways which it is 
exceedingly difficult to supplant, the cargoes brought to the port 
by incoming vessels from foreign countries. Ships go where 
the greatest trade is to be found and diverting the current of 
trade must be both a long and a difficult process, not often 
accomplished successfully by even the most autocratic of 
governments. ; 

Few ports depend for their commerce on their own products 
or manufactures. A vast amount of freight passes through a 
great port coming from nearby or far-distant points in the © 
hinterland, usually brought down to the port by railway. 
Coordination of rail and steamship terminals would, therefore, 
seem to be the most essential thing in an ideal port. In some 
ports of the world this is accomplished and railway tracks run 
immediately on to the wharves or quays alongside of which 
steamships are moored. In many other ports, however, there 
is little if any coordination of this sort. Cargo brought from 
the interior is landed at the rail or other land terminal and 
must in some other fashion be carried alongside the steamer 
which is to transport it overseas. This is peculiarly true of the 
great port of New York, where railway freight must be trans- 
ported by truck or by lighter from the many different railway 
terminals to ships which may be anchored or berthed from 
3 to 5 miles distant. The charges for this transfer of freight 
are not light and in some degree increase the cost of many 
exported commodities. None the less, about half of the total 
foreign commerce of the United States passes through the port 
of New York. Because of its natural facilities, its own impor- 
tance as a consuming center and its consequent advantages in 
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the way of inland transportation, New York will undoubtedly 
always remain the chief port of the country. 

Devices for loading and unloading steamers, in spite of 
many notable improvements in recent years, are still backward 
and still involve the age-old principle of hoisting goods from a 
wharf or lighter up into the air by a crane or derrick and 
lowering them again into the hold of a vessel. In the grain 
trade modern elevators are used which mechanically collect 
the grain from its storage places, carry it on board vessel and 
distribute it through the holds. Similarly, in the ore trade, 
and, at some ports, in the coal trade there are modern and 
up-to-date loading facilities of an automatic character, but as 
applied to the loading or discharging of general or package 
cargo improved mechanical devices are lacking. There are 
endless-belt carriers utilized at some ports for handling such 
luxuries as passenger baggage, and devices of the same sort 
have been successfully used in the great banana-shipping 
industry. It remains a puzzling question why no inventor 
has yet devised, or at least few if any shipping companies have 
yet adopted, similar loading and unloading facilities to take 
care of general cargo carried by most steamships, no matter 
what variations there may be in sizes and weights of the 
packages to be transported. 

Because recognized as of supreme importance to the com- 
merce and prosperity of a country, port improvements are 
almost invariably undertaken in advanced countries by govern- 
ments or municipalities, which make large appropriations 
annually, or from time to time, for that purpose. The expenses 
of upkeep and operations of a port are usually defrayed by 
charges on vessels or on freight. Dockage or wharfage charges 
must be paid, by vessels using such facilities, on the basis of the 
tonnage of the vessel and the length of time which she utilizes 
them. Tonnage taxes collected by governments are based on 
the net register tonnage and there are wharf fees, to say nothing 
of fees for pilotage and towing. In some countries of the world, 
usually in the poorer or less advanced countries, there are 
special taxes imposed for the support of lighthouses. There 
may or there may not be special wharfage charges on freight 
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as distinct from similar charges made on the vessel itself, this 
practice varying with different ports; but in many cases such 
charges on freight are absorbed in the rates quoted by trans- 
portation companies for Uelivery to steamer. The ship’s 
taxes and expenses are covered in its charges for freight. 

Facilities of a ‘‘Free Port.”—Wharves or docks may be 
owned by governments, by municipalities, and by private 
corporations, or may be constructed and owned or held under 
long-term leases by steamship companies themselves. The 
same state of affairs may obtain as relates to what is called a 
“free port.”’ The term does not mean that this is a port at 
which there are no charges. The free port is an area along the 
water front of a harbor which has been set aside, under strict 
control of the customs authorities, where goods subject 
to duties may be landed and stored, even manufactured into 
other articles, and finally reexported without suffering the 
inconvenience and loss of the payment of duties. The free 
port is usually a municipal enterprise or even the property of 
a private corporation but it may be government owned as well 
as controlled. Notable examples of the successful operation 
of free ports are to be found in Hamburg and Copenhagen, 
that at Hamburg, for example, having been found of very great 
utility in developing reexport trade to the Baltic. Efforts are 
constantly being made in the United States to introduce 
similar instittitions at ports in this country but thus far have 
proved abortive, the latest objection offered to them being 
that they are ‘‘unconstitutional.” The absence of such free 
ports in the United States and the consequent handicaps on 
reexport trade may explain in considerable degree the very 
small proportion, comparatively speaking, of reexports in the 
United States Government statistics. 

The Loading of a Vessel.—The loading and proper stowing 
of the cargo of a steamship is usually a job of much more 
complicated nature than one unfamiliar with ship operations 
can imagine. When a ship is loaded with a cargo of one 
commodity, as is usually the case with tramp vessels, the 
operation is simple and chiefly involves the loading of a 
sufficient amount of cargo to sink the ship to its draft line and 
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no more, or, if the cargo is light, filling the ship to capacity and 
securing the necessary weight by putting on board ballast, 
of course, in all cases, taking care of the proper distribution of 
the cargo through the several different hatchways with which 
ships are provided for the purpose of reaching different parts 
of the hold. When, however, general cargo is to be loaded, 
then the problem becomes exceedingly complex, especially if 
the voyage is to include several ports of call. General cargo 
will include in almost every case thousands of packages 
or units of hundreds of different kinds of merchandise, some 
light, some heavy, some very bulky, some of all kinds destined 
for the first port of call, others of all sorts to be unloaded at the 
port of final destination. A ship is always loaded by experi- 
enced, trained and technically expert people who are called 
stevedores. Some large shipping companies have their own 
stevedoring force, but probably the majority of ship agents 
employ firms or companies engaged exclusively in the stevedor- 
ing business to load their vessels for them, usually paying them 
by the piece, that is, a certain sum per ton of freight loaded. 
It is the stevedore’s business in the first place to make a 
survey of the capacity of the ship, the disposition and size of the 
cargo hatches, understand fully the nature and the capacity of 
the loading apparatus, the deck winches on the steamer, and the 
cranes or other appliances on the wharf. Then he must know 
about the cargo to be loaded, its quantity, its character, and what 
parts of the cargo are destined for each port of call. He must 
so load this cargo as to secure an even distribution of weight 
throughout the ship in order not to strain the vessel, and at the 
same time so as to insure the proper center of gravity. The 
cargo must be so stowed that shipments destined for first port 
of call are near the top, or at least are most quickly to be 
reached, while cargo intended for final destination lies under- 
neath the other cargo. All cargo for one port is not usually 
stowed in one portion of the hold, for if that section alone were 
unloaded the ship might be strained and if she proceeded on 
an uneven keel to following ports of call considerable danger 
might be incurred. There are innumerable other treacherous 
problems with which the stevedore has to deal; for example, 
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the nature of the cargo, where to stow barrels of lubricating 
oil when also there are large numbers of cases of fine textiles to 
be stowed, and the barrels might perhaps spring aleak in 
the course of the voyage. 

Powers of a Ship’s Captain.—Not only must the stevedore 
scientifically load the cargo of the ship, but the master of the 
ship must himself oversee and have a full knowledge of the 
disposition of the cargo which he is to transport, and make 
certain that it is ‘loaded in a way that will not endanger the 
safety of the ship; in order to know where the cargo intended 
for different ports is stowed he must have a full record and 
oftentimes a graphic diagram of the several holds of the vessel, 
so that he may know through what hatchways the different 
varieties of the cargo are to be reached. The master of the 
ship, it must be understood, is in fact as well as in name 
actually master, at least as soon as the ship puts tosea. Hisis 
the responsibility for the safety of the ship, its cargo, the lives 
of the crew and of the passengers, if any are carried, and his 
orders are supreme. He may remain master of the destinies 
of every one concerned even when he reaches a foreign port, 
although nowadays he is largely subject to cable or wireless 
instructions from his owners or managing agents, whose inter- 
ests he is first of all bound to conserve. He is not only absolute 
master as to the discipline of the ship and the conduct of the 
officers and crew and even of passengers, and responsible for 
the safe navigation of the vessel, but his is the power to make 
deviations in the course of the vessel if necessary, and he 
usually has to purchase fuel and all other supplies necessary 
for the operation of the ship, and may at times have to sell 
or otherwise dispose of the cargo to the best advantage of all 
concerned. 

As a matter of fact, when the master is not within quick and 
easy communication with owner or agent, he must himself act 
as owner, and must not infrequently decide what cargo he 
will accept and what he will refuse, and make terms for the 
transportation of the cargo. He may sometimes decline to 
accept cargo which has been collected for his ship by the shore 
agents, deciding, for example, that there is too much light 
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cargo or too much heavy, or that a large amount of cargo 
for a certain port would unduly delay his stop at that port and 
consequently be willing to accept only a part of the cargo which 
the agents have ready for him. He may sometimes go even 
further than this and arbitrarily decide that the rates of 
freight on certain classes of cargo tendered are not satisfactory, 
for not all local shore agents engaged in the shipping business 
are highly qualified for their business,especially those at smaller 
and less important ports. 


\ 
‘CHAPTER XXIV 


MAKING SHIPMENTS—OCEAN FREIGHT RATES 
AND SHIPPING PROCEDURE 


When Export Shipment Begins.—Actual export shipment of 
goods begins with the putting of those goods on board a 
steamship at a seaport to start their voyage to a foreign 
country. An export shipment does not begin, from the point 
of view of the importer in another country, with dispatch of - 
goods from an interior factory. The foreign importer is not 
at all interested in the date when the goods leave the factory; 
he does not know where Madison, Wisconsin, for example, is 
located, how far it is from New York or New Orleans, or how 
much time it takes the merchandise to reach the seaport. The 
date of export shipment is the date of the steamship bill of 
lading. 

There are several things connected with the dispatch of 
goods by ocean steamship that differ radically from condi- 
tions affecting shipments by rail freight in the United States. 
The export executive must understand how and why ocean 
freight rates are made and what he has to do in order to send 
his goods abroad by steamship. 

What the Steamship Ton Means.—Among the important 
things for the export executive to consider in shipping his 
_ goods abroad is the question of freight rates. To understand 
rates, he must first of all understand the basis on which ocean 
freight rates are made and how they are calculated. The basis 
is the steamship ton of 40 cubic feet. The ton as applied toa 
ship’s cargo is an entirely different kind of ton from that used 
in the measurement of ships, as explained in the preceding 
chapter. True, for certain commodities the long ton of 2,240 
pounds is used, but that is by comparison with the measure- 
ment ton of 40 cubic feet. The principle of considering 40 
cubic feet as equivalent to 2,240 pounds weight is said to 
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have originated a great may years ago when it was discovered 
that a ton weight of Russian wheat occupied this number of 
cubic feet, and this staple commodity of that time was 
accordingly made the standard ton. That fact is not true 
today as to the lighter grain now grown, but the principle 
still maintains, excepting as regards freight transported by 
sailing vessels, where, what at first seems a curious variation 
is noted, in that the ton is 50 cubic feet, not 40 as by steamship. 
Occasionally too, but not usually in American trade, the cubic 
meter of 35 cubic feet is employed as is also sometimes the 
metric ton of 2,205 pounds. The latter measurements and 
weights are used almost wholly in German and Latin shipping 

around the coasts of Europe and the Mediterranean. 
‘‘Weight or Measurement, Ship’s Option.””—The principle 
of quoting ocean freight rates “‘per ton, weight or measurement, 
ship’s option,’’ still quite generally prevails. It means that 
any commodity, which does not weigh as much as 56 pounds to 
the cubic foot (1/40 of 2,240 pounds) will be charged freight 
on the basis of the cubic measurement of the packages in which 
it is shipped, and such rates are designed to equalize any other 
rates for heavy goods on a weight basis. The ship owner 
evidently cannot afford to fill this vessel with bulky cases of 
light furniture at the same rate which he might get for small 
and heavy kegs of wire nails, for instance. The intimate rela- 
tion of the cubic measurements of the shipping case to freight 
rates is now evident. Ina preceding chapter on export pack- 
ing, reference was made to the desirability of reducing as much 
as possible the cubic measurements of the packages. Econ- 
omies which the shipper may show to his foreign customers in 
the matter of freight charges need no emphasis. Cubic 
measurement is arrived at by multiplying together the length, 
breadth, and depth of the package in feet and inches, measure- 
ments always being taken over the most extreme points. 
Fractions over half an inch are considered a full inch and 
fractions of less than half an inch are disregarded; and there 
are 1,728 cubic inches in 1 cubic foot. The three dimensions 
of the shipping package being known by actual measurement, 
the cubical contents are quickly ascertained from ready refer- 
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ence reckoners, published in book form for that purpose, which 
obviate the necessity of carrying out lengthy multiplication 
and division operations. , Measurements for ocean freight 
purposes are expressed in cubic feet and twelfths of a cubic 
foot, the latter colloquially referred to as ‘“inches.”” Thus, a 
cubic measurement of, say, 10 feet, 9 inches, really means 10 
cubic feet and 9/12 of a cubic foot. 

How Ocean Freight Rates are Named.—Rates for ocean 
freight have always varied in the most extraordinary fashion 
and appear to be based on nothing whatever beyond the princi- 
ciple of ‘all the traffic will bear.” They have little, if any, 
relation to the actual cost of handling or transporting cargo. 
Rates for a port 12,000 miles distant may be only one-half 
or three-fourths of the rates charged for a port distant only 
5,000 miles. There is little uniformity in policies governing 
rate making for steamship traffic and there are comparatively 
few published tariffs of ocean freight rates, and the unit on the 
basis of which rates are charged varies with different steam- 
ship lines. It will be remembered that steamships plying to 
other countries of the world are not subject in this respect to 
the jurisdiction, or even advice, of our Interstate Commerce 
Commission. 

While there is not now, and never has been, any scientific 
basis for ocean freight rates, yet policy in establishing them 
seems to be undergoing a change which may forecast better 
things in the future. 

Primage.—Primage is a term not now so frequently encoun- 
tered in ocean freight conditions as formerly, but still occa- 
sionally a rate may be named at so and so much per weight or 
measurement, ship’s option, plus 5 per cent. primage, or 10 
per cent., as the case may be. Primage originally was a sort 
of gratuity paid to the officials or crew of a ship for attention 
and care in loading and unloading. It long ago ceased to 
bear this significance and has now been discarded by a great 
many steamship lines. When rates are so quoted, it simply 
means that the rate named is increased by the per cent. stated. 
It would be just as easy and far simpler to quote a flat rate of 
21 dollars as a rate of 20 dollars plus 5 per cent. primage. 
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Competitive Freight Rates.—Competition exerts a certain 
influence on ocean freight rates when whole vessels are 
chartered. Indeed, the charter market is one of the most 
highly competitive of any. A superabundance of vessels and a 
dearth of cargo, either generally prevailing or happening to 
exist at some given port, naturally increase the desire of 
owners to obtain employment for vessels at almost any rate 
they may be able to obtain. In the transportation of general 
cargo by steamship lines, there is, more often than not, very 
little competition, because there are comparatively few lines 
and they find it easy to get together in conferences or pools. 
Almost all of the principal steamship lines of the whole world 
are members of one or more so-called “‘conferences.’’ These 
usually apply to different trade routes; and the most important 
is, doubtless, the North Atlantic Conference. The steamship 
companies which join in these conferences do so for the main- 
tenance, by agreement among themselves, of certain conditions 
which they believe desirable for their welfare, chief among 
which, perhaps, may be the upholding of freight rates. The 
lines agree between themselves as to what rates they will make 
on certain classes of cargo to the same destinations, and there 
is very little shading of such conference rates possible with 
any members of the conference which controls the route in 
question. There may be a few independent companies out- 
side of the conference which for a time will fight the conference 
rates and solicit cargo at considerably lower rates. Usually, 
however, the independents finish either by joining the con- 
ference and adhering to its rates, or by withdrawing their 
vessels from the routes thus governed. Sometimes conferences 
name different rates to the same destination according to the 
class of steamer employed, the fastest and best steamers com- 
manding higher rates than do slower ones. 

While members of steamship conferences are bound by their 
agreements and sometimes by bonds of as high as $25,000, 
each to adhere to the rates that are fixed by the conference, 
cases are by no means unknown when lines have cut their own 
rates in order to secure a quantity of particularly desirable cargo. 
“Shopping around” for low rates may sometimes be a successful 
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operation when the freight market is depressed and conferences 
are a little wobbly; seldom,.if otherwise. Ordinary shippers of 
general cargo rarely have a sufficient quantity of cargo to be 
an inducement to a steamship agent to modify fixed rates. 
When it is a question of 5,000 tons to go forward in five ship- 
ments of 1,000 tons each, that may sometimes be an induce- 
ment. It occasionally happens, too, that foreign freight for- 
warders or speculators in freight room may be discovered who 
have not been able to dispose of the space which they own for 
certain sailings, and who may, therefore, offer attractive rates. 
Similarly, now and then there may be found a chartered boat 
or a tramp of some sort, which is filled to only a part of her 
capacity by the cargo for which she has been engaged and which. 
may be “‘put on the berth,” as it is called, to accept other 
cargo for the same destination at better than ordinary rates. 

Shippers from the interior must give due consideration of 
certain differentials in rail freights as between different sea- 
ports through which their products may be exported. It may 
sometimes be found cheaper by some interior shippers to export 
through New Orleans than through New York. However, the 
preeminence of New York as a shipping point, and as the port 
of departure for by far the greatest number of steamship 
lines, frequently or usually operates to overcome any advantage 
in differentials established in favor of such portsas Philadelphia, 
Baltimore, Savannah, ete., excepting as to bulk cargoes. 
_ Another thing to be considered in this connection is whether 
the better freight rate, occasionally thus to be secured through 
differentials in the rail rates, is sufficient to offset the compara- 
tive infrequency of sailings from other ports, the slowness of the 
vessels and consequently greater time in transit to destination 
abroad, and sometimes the lower class of vessels engaged in 
these other trades. The question of determining the most 
economical export routes is a problem for the export executive 
in cooperation with the domestic traffic manager. Any very 
slight advantage in rates to be found now and then is always 
to be contrasted with possible advantages in choosing routes 
by which slightly higher rates are charged, which have early or 
frequent sailings, or make quick voyages. 
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Classifications of Commodities.—Very few steamship lines, 
comparatively speaking, publish their tariffs of rates. _Nowa- 
days most of the principal lines have such tariffs which are 
arranged by the different steamship conferences but the 
schedules of rates are held confidentially behind the counters of 
the several steamship agents. They may be shown over the 
counter to a shipper, but are seldom allowed to go outside of 
the steamship office and they are subject to constant change. 

In very recent years there has developed a radical improve- 
ment in the fashion of naming-rates. There may be still a 
few old-fashioned lines that adhere to the ancient custom of 
naming a general rate applying to almost all sorts of cargo; 
but most lines have now introduced a rough sort of classifica- 
tion of commodities, making special rates for hundreds of 
named kinds of merchandise. Hence, when an inquiry is 
made for a rate on a shipment of a stated commodity, that 
rate will be named after reference to the steamship company’s 
tariff; but, if the commodity in question is not specifically 
named, then the blanket rate applying to what is called 
“seneral cargo” will be applied. Classification of commodities 
has not proceeded as yet so far or been developed so scientifically 
by the steamship lines as it ought to be, and many anomalies 
are noted. Moreover, the conferences of the steamship com- 
panies are sometimes found susceptible to influence, and large 
shippers of a given commodity have been known to go to them 
with a plea for a special classification and be successful in secur- 
ing a little lower rate after such classification. Indeed, this 
is one of the ways in which some foreign freight forwarders 
make profits. Knowing the members of a steamship con- 
ference better than the ordinary manufacturer, a forwarder 
may present a plea for special classification; then he may name 
to his customer, the manufacturer, the general cargo rate and 
obtain from the conference a lower rate, to his own profit, 
very likely without the manufacturer’s ever becoming aware 
that a classification applying to his own products has been 
made. 

The most recent practice in American ports is to name ocean 
freight rates per 100 pounds, or often with an alternative, so 
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and so much per 100 pounds or some other amount per cubic 
foot. In all cases, the pound rate is actually established in 
comparison with the bulk or measurement of the package in 
which the commodity in question is usually shipped. This is 
determined by the steamship companies on the basis of their 
experience in handling each commodity in the containers in 
which it is ordinarily shipped for export; that is to say, the 
real rate is still determined by the bulk or measurement 
basis. The rate per hundred pounds is made to American 
shippers because of their habitual familiarity with such rates 
in railway transportation, which contributes to their ease in 
making calculations of all sorts. If, however, a manufacturer 
originates some new, desirable way of packing his goods, which 
considerably reduces the cubic measurement of his packages, 
that is a feature which he may perhaps profitably bring to the 
attention of the steamship lines, and always the export 
executive has to compare the relative advantage to himself of 
the rates named by weight and those named by measurement. 
.Payment of Freight Charges.—Practically all steamship 
lines are now requiring prepayment of ocean freight charges. 
Very few of them will accept shipments the freight on which is 
to be collected from the consignee at destination of the goods. 
Prepayment means that the money has to be paid before the 
bill of lading will be signed by the steamship agents. This, 
however, does not imply that it is really the shipper who pays 
the freight, because the amounts paid are in one way or another 
recovered from the foreign consignee. Possibly the future 
may see a return to the old practice of collecting freight charges 
at port of destination, although probably always perishable 
cargo will involve prepayment of freights. When freight is- 
not prepaid, the steamship has, of course, a lien on the merchan- 
dise itself for the amount of the freight charge. Prepaid freight 
charges are not returnable after the voyage has been started, 
although damages may be collected if it can be proved that 
sailing was delayed unreasonably or that there existed causes 
which made the completion of the voyage impossible, unless, as 
usually happens, there are provisions in the bill of lading 
excusing the ship from the performance of a voyage; but, in 
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the latter case, the shipper has the right to the return of the 
cargo and the prepaid freight money. 

Rates of ocean freights in recent years are named inAmerican 
dollars and cents, even when owners of steamships may be of 
other nationalities and keep their own accounts in other 
currencies. This happens because of the unsettled and fluctuat- 
ing rates of exchange, which prevailed for years after the 
World War, but with a return of the British pound sterling to 

‘a stable and par basis, there may be a return by the large 
number of British ships to the old custom of quoting rates in 
sterling. Whenever the charge for freight is stated in terms 
of foreign currency, the rate of conversion into terms of the 
local currency in which the charge must necessarily be liqui- 
dated—for example, pounds sterling in the United States must 
be paid in dollars and cents—is usually stated in the bill of 
lading itself. 

Minimum Bills of Lading and Parcel Receipts.—Steamship 
lines do not issue bills of lading for less than a minimum 
quantity of freight. That minimum varies among steamship 
lines from 1 ton to 2 tons. If the export executive has only 
one case of goods to be shipped to a customer at some foreign 
point and that case weighs only 250 pounds and measures 
perhaps 12 cubic feet, he will find that he will have to pay fora 
“minimum bill of lading;” that is, pay just as heavy a freight 
charge for that one case as he would have to pay if he shipped, 
say, 2,500 pounds or 50 or 60 cubic feet. This is one of the rea- 
sons which have already been mentioned, that often make the 
service of a foreign freight forwarder advantageous, since 
he can take small quantities of freight from several different 
manufacturers and combine them on one bill of lading, the 
combined lot being shipped as cheaply as could each separate 
part of that lot be shipped individually. 

The minimum steamship charge for a small shipment may 
sometimes be avoided through the use of what are called 
“Parcel Receipts.”’ These are issued by some but not by all 
steamship lines, and their use is comparatively infrequent and 
apparently falling into less favor than formerly. 

The Parcel Receipt, a form of which is shown in Fig. 12, 
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was originally intended to apply only to small lots of 
samples that might be put up in packages and stowed on the 
ship separately from the general cargo, and be delivered 
immediately upon arrival at foreign port of destination, 
usually several or many days in advance of the landing of the 
general cargo itself. Thus shippers of piece goods, particularly 
cotton prints, made up sample assortments of the different 
patterns, colors, etc., included in a shipment, packed them in 
a parcel, and sent them along by the ship that carried the goods 
themselves, but under a parcel receipt, in order that their foreign 
customers might immediately be put in possession of the 
samples of the goods which they would receivea week or perhaps 
several weeks later out of the hold of the same vessel, after 
they had passed custom house inspection and other routine 
delays. Having the samples in hand, the importers were at 
once in position to display them to the local trade and perhaps 
sell a large part of the shipment before it had been cleared from 
the custom house. In recent times, however, the parcel 
receipt has been extended to cover small shipments of almost 
any description. 

Steamship companies that issue parcel receipts limit them 
in various ways, usually as to value. A parcel receipt may be 
issued, for example, if the value of the package does not 
exceed £5 or $25; sometimes the limit is placed as low as $10. 
This, of course, is the measure of the steamship’s responsi- 
bility, not the actual or intrinsic value of the package itself, 
which may be many times the amount stated. Usually, also, 
parcel receipts are not issued for packages of large dimensions, 
perhaps may be restricted to, say, 5 cubic feet. But, in 
any event, the charge for transporting a package under parcel 
receipt would be excessive if large packages were so shipped. 
The use of the parcel receipt may, however, frequently be 
advantageous when goods cannot be forwarded by parcel post 
or when the facilities of foreign freight forwarders appear to 
be of no special benefit. 

Arranging for Ocean Shipment.—As has been mentioned, 
the actual export shipment begins with the dispatch of goods 
from the seaboard and, further, there is not often any great 
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variation in ocean freight charges; therefore, usually there is 
not very much of a choice in this regard as between different 
carriers. There may, however, be a choice to be made because 
of a direct and quick rotte offered by one vessel, or because 
one line may not be able to take cargo offered for as early 
transportation as another line. More often, however, the 
choice of a shipping route is influenced by personal acquaintance 
with the steamship agents, who, being human, are quite likely 
to give such advantages as they may be able to offer to the 
shipper with whom they are best acquainted or most friendly; 
hence, it follows that there may be no little desirability in the 
cultivation, by the export executive, of an acquaintance 
with the agents or the responsible clerks of the principal steam- 
ship lines that he patronizes. 

Now will be considered the different motions which the 
export executive makes in getting his shipments started from 
the seaport, or which some one has to make for him if he does 
not personally attend to the duties involved. 

Engaging Freight Room.—The first thing to be done is 
to determine by what steamer or line of steamers a given 
shipment is preferably to be dispatched; next, to engage freight 
room for the shipment in question. The date when the ship- 
ment is to be made will be determined both by the prospective 
date when the goods will be available in New York, or at other 
seaport, for steamer shipment, and by the first available date 
thereafter when a steamer has room for the goods. The 
shipper, through conference with the steamship agents, deter- 
mines date of shipment and rate of freight and engages the 
freight room necessary. When important quantities of cargo 
are in question, freight engagements are usually made in 
writing on a form as shown in Fig. 18, which specifies the 
details of the understanding mutually reached between the 
shipper and the steamship agents. In the case of small ship- 
ments, the freight engagement is often merely verbal without 
the passing of any papers whatever. When a shipper defaults 
in his engagement with a steamship line to carry a considerable 
quantity of freight, he may be held by the line for ‘‘dead 
space,’’ if the line is not able to fill up the space so received 
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with somebody else’s goods. There is seldom any claim made 
in this regard when comparatively small shipments are in 
question; none the less, it is a liability of the shipper and he 
may be held for it, just as the steamship company may be held 
to carry forward the goods in accordance with its agreement, 
unless it has exempted itself from such liability in one of the 
many ways in which steamship lines are in the habit of 
protecting themselves. 

The Shipping Permit.— When freight room has been engaged, 
or as soon théreafter as circumstances make possible, the 
export executive obtains from the steamship agents a small 
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Receive from 
the undermentioned packages subject to the conditions of Steamers 
Bills of Lading, and clause printed hereon. 
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slip of paper called a Shipping Permit, a form of which is shown 
in Fig. 14. This is merely a notice to the receiving clerk on 
the wharf where a certain steamship is berthed, or on the 
steamship itself when it is anchored in midstream, to receive 
from the shipper named a certain quantity of freight to be 
delivered on or between certain stated dates. This permit must. 
accompany the goods when they are delivered at the wharf or 
steamship; otherwise, goods tendered may not be received, or, 
in any event, attention will not be given them. The delivery 
at the wharf or steamer must be within the dates indicated 
on the permit. This is necessary because loading cargo on the 
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vessel cannot be performed all at once or in one day, but has to 
be done at different times,or in different parts of the vessel when 
the ship’s route includes a number of ports of call. It is 
obvious that freight cannot be continually received up to 
the very hour of sailing. The shipping permit is given to the 
truckman who delivers the goods to the steamer or to the 
captain of a lighter who floats them to the steamer, or, when 
large quantities of goods are shipped under one permit, then 
it is lodged with the receiving clerk of the steamer and dif- 
ferent deliveries are checked against it. 

Receipt Given Upon Delivery to Steamer.—When the 
Shipping Permit accompanied by the cargo covered by it is 
delivered on the wharf, the receiving clerk on the wharf 
issues what is variously known as a Dock Receipt, ora Mate’s 
Receipt, of the form shown in Fig. 15, which gives a descrip- 
tion of the freight which has been received, the number of 
packages, the shipping marks, the weights, and is usually 
endorsed with a memorandum of the cubic measurements of 
each separate package. This receipt is not a bill of lading. 
It is only proof of delivery to the wharf, of the freight which 
is in it described, with particulars which enable the proper 
making out of the actual bill of lading. The receipt itself 
must afterwards be taken to the steamship office and there 
exchanged for a formal bill of lading. 

A dock receipt, while mainly intended for temporary use 
as evidence of delivery of goods for shipment by steamship 
pending the issuing of a bill of lading, may in some instances 
be used as banking collateral. For instance, a shipper of a 
- large quantity of merchandise of some description will receive 
at the end of a day’s loading a dock receipt showing delivery 
to the dock of a large quantity, a thousand or several thousand 
units, of the commodity being shipped, on the basis of which he 
may obtain from a bank advances of funds to cover at least a 
large part of the value of the merchandise thus delivered. 
Like every other loan from a bank, such a negotiation as this 
involves intimate personal acquaintance between borrower 
and lender and a high degree of confidence in the former on 
the part of the latter. 
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Shipments in Bond and for Drawback.—A few products, 
notably alcohol, may still profitably be exported from the 
United States ‘‘in bond,’’ because the products in question are 
subject to Internal Revenue taxes here at home, which tre- 
mendously increase their costs. To offer them at economical 
prices in foreign countries, manufacturers may dispatch from 
the factory in bond and they may continue on board steamer 
in bond, without the payment of the taxes which apply when 
goods are sold in this country. There are many formalities 
involved, inclwding certificates of customs officials in charge of 
steamship docks and even landed certificates proving the actual 
landing of the goods at a foreign destination, which are required 
before cancellation of the bond applying to such shipments. 
Such shipments are so comparatively rare that no detailed 
instructions regarding them are necessary for the usual export 
executive. . 

Another variation in export procedure does, however, deserve 
the very serious consideration of a great many exporters, that 
is the drawback. 

Drawback is a term employed to indicate the return by a 
government of duties paid on imported merchandise that is 
afterward reexported. The law of the United States provides 
that 99 per cent. of the duties paid on foreign materials that 
are employed in the manufacture of goods afterwards exported 
from the country may be refunded by the government upon 
proof of such employment and exportation. The law is 
designed to place manufacturers using foreign materials on 
practically the same plane as manufacturers in other countries 
where perhaps similarly heavy duties may not be levied on such 
raw materials as are necessarily imported by the United States. 
A manufacturer importing foreign wool and making it up into 
carpets or woolen goods of any description may receive back 
from the government 99 per cent. of the duties which he has 
paid upon importation of the raw wool, if he can demonstrate 
that that wool has been employed in the manufacture of the 
goods which he exports and can arrive at a satisfactory arrange- 
ment with the government as to the exact quantities of the 
imported duty-paid wool which have been so employed. 
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The process is a somewhat complicated one, which in most 
cases may best be entrusted to the care of a broker who 
specializes in securing drawbacks from the government. When 
the endeavor to secure a drawback on imported materials 
entering into exported goods is contemplated, application 
must be made to the United States Treasury Department, 
which will investigate the manufacturer’s business, determine 
the fact that imported materials are actually used and in what 
average proportion, and approve or disapprove of the manu- 
facturer’s application to have drawback allowances considered. 
When approval is given, a document known as ‘‘Notice of 
Intent’? must be filed at the custom house at the port of 
exportation somewhat in advance of actual shipment of goods. 
This includes an order for examination, and another similar 
document must accompany the goods themselves to the wharf 
of the steamer by which the goods are to be shipped. These 
documents are taken in hand by the customs agents on the 
wharf, who thus certify that certain quantities of the complete 
manufactured article have been exported. It is then necessary 
to file with the Treasury Department a statement of the pro- 
portions of imported articles on which duty has been paid 
which enter into the manufactured goods as exported, and it 
must often be stated when and how the imported goods were 
received into the country and the duties paid on them. These 
seem rather formidable formalities and undoubtedly deter 
many manufacturers from claiming drawbacks of duties to 
which they are legally and morally entitled. The process, 
however, is not always so difficult as it seems, but undoubtedly 
can be most intelligently handled by qualified agents who 
specialize in taking care of such matters. It would appear 
that the preliminary investigation of.a manufacturer’s busi- 
ness and the establishment of the fact that he uses large 
quantities of duty-paid imported materials is the essential 
thing. Once this fact has been established to the satisfaction 
of the Government the other details should be arranged with 
comparatively little difficulty. 


CHAPTER XXV 


MAKING SHIPMENTS—THE STEAMSHIP BILL OF 
LADING 


Importance of Bill of Lading.—The bill of lading issued by 
ocean steamships differs in noteworthy fashion from the 
ordinary railway receipt common in domestic shipping. It is 
highly essential that the export executive understand first not 
only the forms and the terms of steamship bills of lading, but 
the importance which attaches both to their terms and to the 
documents themselves. The ocean bill of lading is not only 
the formal receipt of the shipmaster or ship owner, covering 
merchandise entrusted to him for transportation, but it is a 
contract covering the terms of carriage supposed to be mutually 
agreed upon, and, furthermore, it is a document entitling the 
legitimate owner thereof, and him only, to the possession of 
the goods to which it relates. It is, therefore, a highly 
essential document of the most valuable character. It may 
be, indeed usually is, utilized as banking collateral. 

Preparation of Ocean Bills of Lading.—Bills of lading, of 
which one form is shown in Fig. 16, must be written by the 
shippers on forms provided by the steamship company. 
They embody the particulars that have been previously 
included on the dock receipts given by the receiving clerks of 
steamers after delivery of the goods at wharves. Before a 
bill of lading is signed, the steamship agents will invariably 
require the return to them of these dock receipts, since they 
must not be bound by two outstanding receipts covering the 
same merchandise. 

It will be noted that in the form shown in Fig. 16 there 
are special clauses relating to cargo for certain China .and 
Philippine ports. Similarly there may be special clauses in 
bills of lading for the River Plate, for Brazil, and some other 
destinations, required by conditions there. These are to be 
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distinguished from the general terms and conditions affecting 
the ship’s obligations and responsibilities. 

Bills of lading are preferably to be filled out by typewriter 
or, when a great many of them have to be written, by some kind 
of duplicating device. They must always be prepared in 
several copies which may number from three to eight, depend- 
ing on conditions attending each shipment and the numbers of 
copies required by the shippers themselves, by the steamship 
companies, by consular officials, etc. The shipper always 
requires three copies for his own use, of which two are called 
negotiable (original and duplicate) and one is a non-negotiable 
copy for the shipper’s files. The steamship company always 
requires one non-negotiable copy for its own use and sometimes 
several such copies. Other copies may be required by the 
consular officials, at the United States port of shipment, of the 
countries to which the goods are destined. 

Clean Bills of Lading Important.—If there are any defects 
noted in the packages as delivered to the steamship wharf, the 
dock clerk is very sure to note those facts on the receipts that 
he issues and they in turn will be indorsed on the bills of lad- 
ing, as for example, ‘‘Three old cases,’ or ‘Cases weak,’’-or 
“One case recoopered,”’ or ‘‘Bags torn,” or ‘‘Barrels leaking.” 
Indications such as these written on the bill of lading may 
seriously invalidate its security and are in every case to be 
avoided. They make what is called a ‘‘foul’’ bill of lading as 
distinguished from the “clean” bill of lading, which should 
always be sought. There should be no opportunity given to 
the steamship company for escape from such liability as 
attaches to it under the contract terms of the bill of lading, no 
chances for disputes as to responsibility. If the packages are 
not in satisfactory condition when delivered to the vessel they 
should be put in good condition before being loaded on board 
and the receiving clerk should not be allowed to issue a receipt 
reflecting upon their condition. A ‘“‘foul’’ bill of lading may be 
looked upon with suspicion by bankers when used as collateral 
in financing foreign shipments in the usual fashion, which will 
shortly be explained; it may also give grounds for claims on 
the shipper by a consignee who is disposed to seek an excuse 


390 THE EXPORT EXECUTIVE 


fora claim. Since export executives or even traffic managers 
at seaports rarely have an opportunity of personally inspecting 
the cases or other packages which arrive by rail from interior 
points for shipment by steamer, precise instructions should 
be issued to the truckman transferring the packages to the 
steamer to inspect the cases carefully and immediately report 
any which seem not to be in thoroughly satisfactory condition 
for overseas transport. In addition to this precaution, since 
truckmen or other similar employes cannot always be trusted 
to show especial discretion or intelligence, careful export 
executives often lodge permanent instructions with the receiv- 
ing clerks of the steamship companies by which they make 
frequent shipments, peremptorily forbidding such receiving 
clerks from receiving any packages that are not in good con- 
dition, and instructing them to communicate at once with the 
export executive in order that defective packages may be put 
in good condition before’ they are loaded on board vessel, in 
order that a clean bill of lading may be issued. 

Bills of Lading Deliverable ‘‘To Order.””—QOcean bills of 
lading are very rarely made out in the name of the foreign 
consignee. They almost always provide that delivery of the 
goods shall be made ‘“‘to order,” which means to the order of 
the shipper whose name is mentioned as the party from whom 
the merchandise has been received. This makes the merchan- 
dise deliverable only to that shipper or his order, and the 
bill of lading becomes a negotiable document, because the 
consignee cannot obtain the goods until he presents the bill ot 
lading bearing on its back the indorsement of the shipper. 
Such an indorsed bill of lading conveys ownership of the goods. 
For the information of the agents of the steamship at port of 
destination, such “‘order bills of lading” usually have, in the 
blank column at the left of the document, what is called a 
“notify clause;” that is, the name of the local concern at port 
of destination is given with instructions that they shall be 
notified of the fact when their goods have arrived; they will 
then be expected to present a properly indorsed bill of lading 
and claim ownership, take delivery, and if necessary pay 
charges. The notify clause in no wise conveys ownership of 
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the cargo. It is merely an advice to the ship’s agents. During 
war “‘order”’ bills of lading may be prohibited, and in the case 
of a few countries, notably Colombia, Venezuela, Guatemala, 
and Santo Domingo, such order bills of lading are always of 
slight if any value, since, owing to local conditions, consignees 
can readily obtain possession of goods without presentation of 
such documents. In principle, however, drawing bills of lad- 
ing for delivery to the order of the shippers is the established 
method, excepting only when merchandise has been paid for in 
advance by the foreign customer. In the latter case, the 
bills of lading may be drawn for delivery directly to the cus- 
tomer, thatis,inhisname. Perhaps as muchas 80 per cent. or 
more of all international overseas business is handled on the 
basis of the order bill of lading, which is used as collateral in 
discounting bills of exchange with foreign bankers, or in 
insuring that merchandise will not be delivered to customers 
abroad until payment has been made, or other terms of 
delivery complied with. 

Negotiable and Non-Negotiable Bills of Lading.—Indorse- 
ments of bills of lading drawn to order must be made by the 
shippers themselves and, since bills of lading are valuable and. 
negotiable documents, the signature must be by a responsible 
member of the concern who is authorized to sign checks and 
other valuable instruments in the name of the concern. The 
indorsement is usually in blank, making the bill of lading 
the property of any person into whose possession it may fall. 
A blank indorsement is usually employed because these docu- 
ments are most commonly employed in banking transactions, 
where they pass through the hands of responsible houses and, 
since in blank, do not require a large number of indorsements 
transferring ownership from one party to another, and from a 
second, to a third. The indorsement may, however, where 
desired be made directly to a named bank or business house. 

The bill of lading as signed by the steamship agents reads 
somewhat after the following fashion: 

The master or agent of the said ship hath affirmed to ———— bills of 


lading all of this tenor and date, one of which being accomplished, the 
others to stand void. 
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The number of copies of the bill of lading written in the blank 
space is the number of negotiable copies, usually two or three. 
There may be four or five other copies written which are not 
negotiable, that is, which are for the shipper’s files, or the 
steamship agent’s or the captain’s or a consul’s files. The 
number stated on the face of the bill of lading represents only 
the negotiable copies and all such copies written constitute a 
“full set,”’ that is, of the negotiable copies, any one of which 
accompanied hy bills of lading, always require possession of a 
“full set,” that is, of the negotiable copies, and one of which 
whether original, duplicate, or triplicate, conveys ownership 
of the goods mentioned. This is indicated by the final phrase 
in the bill of lading stipulation just quoted:if one negotiable 
copy of the bill of lading is presented, all other negotiable copies 
are void. 

Uniform Bill of Lading.—The usual bill of lading form 
provides on the left-hand margin a blank space or column 
in which are to be reproduced the shipping marks borne by the 
packages covered by the document, and sometimes other 
instructions given by the shipper. The right-hand portion 
of the bill of lading, occupying about three-quarters of the 
whole space, is covered with finely printed matter relating to 
the shipping contract, most of it of highly technical and 
extremely complicated nature. It is probable that not one out 
of a hundred shippers ever reads his bills of lading and in fact 
it would not do him very much good if he did, for almost with- 
out exception it is a case of ‘‘take it or leaveit.” <A steamship 
company prepares its printed bills of lading with extreme 
care and makes no exceptions for printed terms. Ifa shipper 
wishes to dispatch his cargo by a given company he has nothing 
to do but accept the terms stipulated by that company in its 
bills of lading. They will never be varied, excepting that 
possibly in rare instances shippers of very large quantities of 
freight may take exception to some one phrase or clause in 
the bill of lading and succeed in having it modified. The 
ordinary shipper, however, has not a chance in the world, 
and must accept the conditions provided by the carrier. 

There is no uniform style and no uniform phraseology among 


HANDLING EXPORT BUSINESS 398 


the billsof lading issued by different shipping companies. There 
are certain special conditions which are included in some, 
notably those in the River Plate and China trade, but the 
ordinary documents of this description vary among themselves 
in many particulars, apparently varying chiefly because of the 
disposition of each company and the personal views of the 
company’s legal advisers. Moreover, English bills of lading 
differ in some respects from those issued by companies trans- 
porting cargo from ports of the United States. There are 
certain conditions, however, that are more or less common to 
all bills of lading and are almost identical in phraseology or 
significance. 

Efforts have been made for several years past beginning in 
conventions held in Brussels, Belgium, in 1922 and 1923, to 
establish a uniform bill of lading to be legalized, if not made 
obligatory, in all countries, applying to all steamship lines. 
In course of time such a uniform document may come into 
general use. Something closely approximating the form origi- 
nally recommended has been adopted in England, but a special 
act of Congress will be required in the United States before 
certain terms in the proposed uniform bill of lading can be 
adopted. How soon such an act can be passed in our country 
and how soon it can be put into effect are results which it is 
quite impossible to forecast. Curiously enough what stands 
in the way here in the United States is the old Harter Act 
originally passed for the protection of ship owners or the plac- 
ing of them on an equality, so far as their responsibility goes, 
with the ship owners of other maritime nations. Some 
provisions of this Act will have to be modified to put into 
effect the proposed forms which, while limiting ship owners’ 
responsibilities yet farther in some respects, still impose other 
responsibilities on them for the protection of shippers. 

‘Received for Shipment” Bills of Lading.—Prior to the 
total disruption of the ocean shipping service of the whole world 
during the World War, steamship companies almost always ° 
issued bills of lading certifying to “‘receipt on board”’ a stated 
steamer of the merchandise enumerated in the document. 
Because of the uncertainties of sailings and the congestion of 
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cargo seeking transportation by the comparatively few steamers 
that were being operated during the war, it came about that 
merchandise could not always be transported by the vessel 
named in the bill of lading and it frequently lay in warehouse 
or on docks for many weeks before an opportunity of forward- 
ing it arrived. In self-protection, the steamships began to 
issue bills of lading, that merely certified to the fact that they 
had “received for shipment’ certain specified merchandise. 
Before long, interesting and conflicting questions of law arose 
regarding such “received for shipment” documents. It was 
contended that they were not bills of lading at all. Some 
bankers took exception to the use of such documents as col- 
lateral for loans or as security for payment on account of 
letters of credit that had been opened withthem. Some foreign 
consignees of merchandise objected to them, especially when 
with the disruption of shipping service during the war and 
for several years thereafter consignees never knew definitely 
by what steamer the merchandise was likely to arrive. With 
the growth and, indeed, almost universal prevalence of the 
practice of issuing ‘‘received for shipment’’ bills of lading, 
they have come to be generally understood and accepted, and 
British courts have definitely pronounced on their legality 
and ruled that such a bill of lading falls within the Admiralty 
Laws of England as did the former styles of bills of lading. 

Some Phraseology of Bills of Lading Explained.—In 
addition to the expression certifying what merchandise has 
been “‘received on board”’ or ‘‘received for shipment’”’ or some- 
times shipped or delivered for shipment, there comes the 
expression “‘In apparent good condition.”’ 

This is by no means an unreasonable provision on the part 
of the steamship, since it is evident that no one concerned in 
the transportation of the goods can have any real knowledge 
as to the condition of the merchandise itself, the interior 
contents; and even such responsibility as may be involved 
‘in the phrase may be modified by written restrictions on the 
face of the document itself, such as ‘‘Bags torn and mended.”’ 

Following this comes a statement of the right of the steam- 
ship to transship or to deviate from her course in case of neces- 
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sity, and in many cases, owing to shipping developments dur- 
ing the World War, the liberty of the steamship company to 
substitute for the vessel named in the bill of lading some other 
vessel, or some subsequent vessel. The latter proviso has given 
rise to much complaint and in not a few instances to claims for 
damage based on serious losses that have been incurred. A 
bill of lading specifying on its face a certain steamer by which 
the merchandise was supposed to go forward very often did not 
identify the actual carrier of the goods, which it ultimately 
turned out had been forwarded by quite another vessel arriv- 
ing at destination perhaps a month or several months later 
than that named in the bill of lading, or even in some instances 
the merchandise covered by the bill of lading had been divided 
and shipped by several different vessels. 

In normal times merchandise is almost always dispatched 
by the steamer named in the bill of lading, provided it has been 
delivered to the steamer within the dates specified by the 
ship’s agents for such delivery, since there is seldom such a 
surplus or congestion of cargo as to ‘‘shut out’’ a shipment for 
which the ship’s agents have allotted space. However, it is 
a well and old established principle of marine law that ships 
have the liberty to substitute vessels or to transship goods. 
which does not derogate from the nature of the bill of lading . 
or the contract therein entered into. 

-Another condition which sometimes follows the name of the 
port to which a steamer receives goods for transportation may 
be the phrase, “‘or as near thereto as she may safely get.” 
This is intended to protect the steamer in case conditions of 
war, or changing port conditions, may make it impossible, or 
in the opinion of the master or the ship’s agents unsafe, for 
the steamer to land goods at the port named. But this and the 
“deviation” clause, which provides that the ship may call at 
any intermediate ports or any ports in or out of the steamer’s 
route, in any way backwards or forwards, like every other 
clause printed in customary bills of lading, is construed strictly 
by the courts which insist that deviations must be reasonable, 
and not such as to delay deliveries, to the detriment of shippers’ 
interests. The shipping company must show that circum- 
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stances in each case made necessary the deviation because of 
some unforeseen contingencies or some restrictions at the port 
of destination, and that the steamship exercised due diligence 
in discharging cargo. \The clause as usually printed is a 
sweeping one, and is characteristic of the efforts made by the 
steamship agents to attempt to relieve themselves of every 
possible liability. 

The Ship’s Exemptions from Liability.—So far as he can 
safeguard himself by printed exceptions to liability, the steam- 
ship agent is responsible for nothing at all, with one notable 
exception: that is, that the ship herself must be seaworthy, 
fitted safely to carry the cargo, and have an adequate and com- 
petent personnel. The bills of lading, as printed, embody a 
fearful amount of conditions and exceptions in very fine type, 
numbering as many as twenty or thirty, most of them long, 
complicated, and all but unintelligible. The basic principles 
of the bill of lading are virtually the same as those on which 
Cicero pleaded two thousand years ago, but modern conditions 
have brought about the advance of all sorts of disclaimers of 
liability on the part of the steamship, and as fast as a new risk 
has been discovered there has promptly been prepared a new 
bill of lading form exempting the ship from that risk, The 
abstruse and complicated verbiage employed inspires one to 
believe that at last he understands the meaning of the term 
“sea lawyer.’’ Asa matter of fact, it is quite doubtful whether 
all of the exceptions mentioned in bills of lading are necessary 
or might not be covered by a simple paragraph of general nature, 
since the courts invariably insist upon a reasonable interpreta- 
tion of the most carefully devised clauses. 

How far a steamship company may attempt to exempt itself 
from responsibility for what might be called negligence is well 
illustrated in the following extract from the bill of lading issued 
by prominent British Companies in the China trade in which 
exemptions are specified as follows: 


“The act of God; enemies; robbers or thieves by land or sea, whether 
on board or not, or in the service of the owners of the carrier; restraint of 
princes, rulers or people; any act or default of the Suez Canal Authorities, 
land damage; and loss or damage, arising directly or indirectly in store, on 
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wharf, in€raft, or on board before, during, or after loading, or until delivery 
is completed, from vermin, rain, spray, insufficient packing, hookholes, 
inaccuracies, obliteration, errors, insufficiency or absence of marks, num- 
bers, address or description, effects of climate, heat of holds, leakage, 
liquefaction, ullage, drainage, breakage, rotting of packages, decay, putre- 
faction, chemical action, sweat, smell, evaporation, frost, fumigation, 
contact with goods, the ship or anything in the ship, rust, machinery, 
boilers, steam or coal dust, failure of material or gear, wreck, stranding, 
collision with anything whatsoever, explosion, heat, fire or water in ship or 
shed in craft or on quay, jettison, barratry, desertions of crew, strikes, 
lockouts, riots, misfeasance, error in judgment, negligence or default of 
owners, agents, stevedores, labourers, surveyors, pilots, master, mariners, 
engineers, pursers, tally clerks, or other persons, whether in any way 
acting for or under contract with or in the employ of the owners of the carry- 
ing ship or not, or for whose acts the owners would otherwise be liable, risk 
of craft to or from the ship or of transshipment from or to craft, perils of 
the seas, ports, rivers, and of navigation, and the consequences of all such 
dangers and accidents, excepted.” 

Certain other provisions in the bill of lading must be under- 
stood. One is that, in the event of claims for short delivery 
or damage to cargo, neither the vessel nor its agents shall be 
liable, unless notice in writing of the claim has been presented 
at the port of discharge before the removal of the goods from the 
ship’s custody or within 5 days (or 10 days) after the steamer 
has finished discharging, and always before delivery is taken 
by the consignee. In some foreign custom houses this is‘a 
condition which involves considerable hardship on consignees 
and which cannot always be literally complied with. None the 
less, it seems a reasonable provision and is designed to bar 
claims sometimes presented after delays of a month or two. 
However, this is one of the conditions that it is proposed to 
modify in the new “‘uniform’’ bill of lading. 

Another clause to be noted is the limitation in value of the 
packages for which alone the ship shall be responsible. In 
this as in all other respects bills of lading are far from being 
uniform. One form may declare that the ship shall not be 
liable for any greater sum than $100 for loss or damage to 
any one package “unless a greater value is stated by the shipper 
and a bill of lading given therefor stating such greater value.” 
Another bill of lading may declare that the owner will not be 
responsible for valuable packages unless freight has been paid 
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ad valorem and value inserted, a valuable package being 
described as one of greater value than £100. Some lines do 
not limit the amount, but restrict their liability to the value of 
merchandise at destination on the day of entry of the steam- 
ship at the custom house. Other companies limit liability 
to the invoiced cost. The pretext always is that the rate of 
freight has been based on the limit of valuation thus prescribed. 
But, as a matter of fact, shippers seldom or never state special 
valuations for packages, and one may fancy that if it were 
done the steamship agents would be in a good deal of a 
quandary to know what to do about it. The bill of lading 
stipulations are usually accepted as they stand, since most 
perils of sea shipping are covered by various forms of insur- 
ance, and responsibility can be brought home to the steam- 
ship company only in case negligence can be proven, which 
in some instances it is very difficult to do. 

Limitations of liability on the part of the ship owner, as 
described by the terms of his bill of lading, have been pretty 
well recognized and interpreted by British courts of law. In 
the United States it is believed necessary to define and limit 
the ship owner’s responsibilities for the protection of shippers 
under what is known as the Harter Act, passed in 1893. This 
act, of course, applies only to vessels flying the American flag 
or taking cargo from ports of the United States. Reference 
to this act will be found in all bills of lading covering merchan- 
dise shipped from United States ports, although sometimes 
other clauses in the same bill of lading may directly conflict 
with the provisions of that law. The intent of the steamship 
companies is, naturally, to protect themselves against every 
possibility. While nominally intended for the protection. of 
shippers, the Harter Act really results in placing vessels plying 
from ports of the United States on a par with vessels plying 
between other ports of the world, and through dividing and 
restricting the responsibility of owners very likely resulted in 
reductions in the freight charges on cargo exported from the 
United States. 

In further regard to the liability of the ship owner, it should 
be noted that the bill of lading is only prima facie evidence of 
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the number of packages or quantities of merchandise received 
for shipment. It is not conclusive evidence. The statement 
on the bill of lading, however, places on the carrier the neces- 
sity of proving that the goods said to have been received were 
not actually received. Unless clear and convincing testi- 
mony is offered demonstrating that a mistake has been made 
and that the stated number of packages have not been received, 
the carrier will be held responsible. Deterioration in the 
condition of cargo can be brought home to ship owners when 
negligence is proved. This, however, as has been remarked, 
is usually a difficult thing unless the basic question of sea- 
worthiness is determined. The law implies that a ship shall 
be dispatched in a seaworthy condition, and if she sails with 
an insufficient crew, inexperienced officers, a defective hull 
or steering gear that is out of order, then she is unseaworthy, 
for she is expected to be “‘in every way fitted” to carry her 
cargo safely. It is an exceedingly difficult question, however, 
to determine when or how far a ship may be unseaworthy. 
In spite of all of the exceptions of the bill of lading, courts of 
justice always assume that the bill of lading contract has been 
accepted by shippers “‘in a reasonable business sense’’ and are 
very apt in case of doubt to give judgment against the ship 
owners. 


\ 
CHAPTER XXVI 


MAKING SHIPMENTS—THE PRINCIPLES OF 
MARINE INSURANCE 


Origin of Insurance Practices.—Shipments overseas require 
protection by insurance. No export shipment should ever 
be made without such protection; otherwise most unexpected 
claims and losses are likely to be the portion of the unwary 
exporter. He will be responsible, even if the merchandise is 
the property of his customer, the overseas importer, for he is 
bound to protect the interests of his customer as the latter’s 
shipping agent, and ignorance of the commercial laws or 
customs of trade excuses no exporter. 

Sea-borne traffic differs from inland railway traffic, because 
railways assume, and by law are made to assume, responsibility 
for the goods they transport. This is not the case with steam- 
ships, which are specifically exempted from most liabilities as 
regards cargo by long established usage and by the many 
complicated clauses in the bills of lading which they issue, as 
explained in the preceding chapter. A thousand years” 
before the steamship or the steam engine was known, ocean 
shipping had developed and formulated certain laws, rights, 
and usages, which were recognized by the principal maritime 
nations of the Old World. These have descended to our 
day with many amplifications, and form the basis for a part 
of the distinction which exists today between railway and 
ocean transportation as regards liabilities for loss or damage 
to cargo. Then, too, another reason for the increased respon- 
sibility placed on railways is the fact that they receive their 
franchises and privileges from the people or the State, while 
the ocean carrier owes nothing to anybody on these accounts. 

Fire and life insurance, with many other modern forms of 
insurance protection, are known to and understood by every- 
body. Marine insurance, which existed long before any of these 
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other forms were ever dreamed of, is a comparatively unknown 
subject and one that many casual exporters frankly confess 
themselves unable to understand, because they have not 
been moved to pay any attention toit. The history of marine 
insurance is interesting in itself. Its development and organi- 
zation involve subjects for the serious study of public-spirited 
men of the United States of today, and the terms employed as 
well as the principles involved should be thoroughly understood 
and appreciated in significance and value by every one con- 
nected with shipping overseas. 

It was possibly as early as 500 years or more before Christ 
that some of the principles on which marine insurance is still 
founded were in vogue among the people of the Island of 
Rhodes, when it was a dominating factor in the trade of the 
eastern Mediterranean. This was true of that principle of 
marine insurance still of vital importance, known as ‘“‘General 
Average,’’ which will be considered presently. What may be 
called the modern practice of marine insurance appears to 
have originated among the merchants of Lombardy in Italy 
about the 13th century. To that shrewd Italian people is also 
attributed, it will be remembered, much of the credit for 
development of banking practices, even the originating of the 
principle of partnership association in business. It was the 
Lombards who introduced marine insurance into England in 
the 15th or early 16th century, and the business quickly spread 
to all the maritime countries of Europe. The very words 
“insurance” and ‘‘policy’’ originated in Italy. Modern marine 
insurance, however, quickly found its greatest development in 
England, and it is British principles and practice that still 
chiefly govern the insurance that protects the marine interests 
of the whole world, as British insurance companies are the 
largest and richest in the world. 

Lloyd’s and the Underwriting System.—Every one who has 
ever heard of marine insurance is familiar with the word 
“Lloyd’s” and in every port of the world, no matter how small 
and insignificant, there is always a Lloyd’sagent. Lloyd’s was 
originally a coffee house where insurance brokers or under- 
writers were accustomed to meet daily at least as early as 1692. 
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The name still flourishes in the form of the Corporation of 
Lloyd’s. An affiliated society still publishes Lloyd’s List, 
said to be with one exception the oldest existing newspaper. 
The present Corporation of Lloyd’s is an association of under- 
writers who provide marine insurance on a somewhat different 
principle from that followed by the great insurance companies 
that exist alongside of their society. The corporation itself 
does not undertake an insuring business. In its headquarters 
in the Royal Exchange in London there meet about 400 
individuals who work as underwriters on a plan more or less 
like the following: A shipping merchant or a broker sends 
around to these many underwriters a memorandum, or ‘“‘slip,”’ 
as it is called, giving particulars of a shipment that is to be 
made by a certain vessel, the kind of merchandise, number of 
packages or units, values, destination, and rate of premium. 
Each underwriter who wishes to “‘take a line’ on that par- 
ticular risk notes on the “‘slip’’ the proportion of the total value 
which he is willing to assume—in one instance perhaps £50, 
in another instance perhaps £200. It may perhaps require ~ 
the signatures of twenty underwriters to cover a risk of £2,000. 
When the underwriting is thus completed, a marine insurance 
policy is made out containing all the necessary and detailed 
information, and each underwriter who had “‘initialed the slip”’ 
signs the policy with an indication of the exact amount for 
which he is individually. responsible. The ‘underwriting’ 
system of insuring has not been known in the United States 
for more than a hundred years. 

A large part, very likely by far the greater part of marine 
insurance is, however, covered by regularly chartered insurance 
companies, many of which have been formed for the sole and 
express purpose of conducting marine insurance business 
exclusively. Other such companies include marine along with 
other forms of insurance business. Company insurance - 
originated early in the 18th century, competing with Lloyd’s 
as early as 1720. In these companies, risks are insured as 
companies, not as individuals. Such companies are to be 
found also in almost all countries of the world, not only in 
maritime countries but even in Switzerland, which has no ship- 
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ping of its own; and most of the large companies maintain 
offices and solicit business in all the principal ports of the world 
from which shipping is dispatched. It is therefore possible for 
an American shipper to secure marine insurance protection 
from an American company, from an English or other Euro- 
pean company, even from Chinese, Japanese or Australian 
companies. 

Insurance Protection an Imperative Necessity.—Protect- 
ing his shipment by some satisfactory form of marine insurance 
is an indispensable necessity to very exporter. It has 
already been noted in Chapter XXV how steamship owners 
exempt themselves from liability from every conceivable kind of 
loss or damage, provided only they are able to prove that their 
ship is seaworthy. In consequence, almost every sort of loss 
must either be assumed by the shipper as his own risk or 
covered by insurance. Steamship owners themselves must 
protect their own property by suitable insurance for their 
vessels. Not only is insurance necessary in order to guard 
against loss or damage, but there are certain other features 
connected with ocean shipping which make insurance of even 
more imperative necessity. For more than two thousand years 
it has been recognized by the whole maritime world that certain 
losses may have to be incurred in the course of a sea voyage 
in order to preserve the lives of the navigators andat least a 
‘part of the ship and her cargo. The ship’s mast may have to 
be cut away, part of her cargo may have to be thrown over- 
board, various sacrifices incurred, in order safely to reach land. 
It is recognized that such sacrifices are for the benefit of all 
interests concerned, for the benefit of the ship and for the benefit 
of each owner of a part of the cargo, and that therefore any 
losses thus incurred must not fall solely on the parties who 
own the property actually lost or destroyed for the purpose of 
saving the whole venture, but that all interests concerned 
‘must contribute to make good such losses. 

This is the principle commonly referred to as General 
Average. Losses are assessed pro rata against the owners of 
all portions of the whole venture. If property, ship or cargo, 
be protected by marine insurance, then losses incurred as just 
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described to insure the safety of all concerned will be paid by 
the insurers. Otherwise, if property be dispatched overseas 
unprotected by insurance, the owners may not only lose their 
own property, or suffer damage to it, but they may be called 
upon, in addition to their own losses, to pay an assessment to 
cover the cost of saving the ship and parts of the cargo not 
their own; even if their own property be safe and uninjured 
they may still be forced to contribute toward making good 
some one else’s losses. It will be seen, therefore, that marine 
insurance, means not only remuneration for loss of or damage 
to one’s own property, but protects against assessments to 
cover other losses that may sometimes be made. 

What Insurance Policies May Cover.—Marine insurance 
is not intended, primarily at least, to furnish indemnity against 
all kinds of losses. It is devised to protect against fortuitous 
losses, those which are beyond the control of the insured and 
are accidental in character. The loss or damage must be 
directly traceable to perils of the sea. Losses from breakage, 
leakage, pilfering, deterioration of perishable goods, usual wear 
and tear, are not covered by a marine insurance policy, except 
under special contract and in consideration of special pre- 
miums. Unless by special contract, a marine insurance policy 
does not indemnify the insured against every damage which his 
property might suffer in the course of a voyage. The term 
“nerils of the sea’”’ does not cover every accident which may 
happen to the property insured while it is “on’’ the sea. In 
the language of Lord Herschell the peril must be “‘of the sea” 
and ‘‘there must be some casualty, something which could not 
be foreseen as one of the necessary incidents of the venture. 
The purpose of the policy is to secure an indemnity against 
accidents which may happen, not against events which must 
happen.” It is necessary to emphasize the character of simple 
marine insurance because every other possible contingency not 
specified in it must be covered by special clauses or contracts 
specifically defining the risks assumed and covered. What- 
ever may be the real or original purpose of marine insurance, 
policies of today may be so written as to cover almost every 
conceivable risk that is to be anticipated. The rate of pre- 


HANDLING EXPORT BUSINESS 405 


a 
mium paid for the insurance protection will, of course, vary 
according to the degree of protection desired and for which 
contract is made. 

An example of the conservative, standard style of marine 
insurance policy covering cargo is shown in Fig. 17. Some 
of the newer American insurance companies have introduced 
certain innovations of which not all shippers approve. There 
are many different styles of hull insurance policies; that is, 
insurance on the vessel itself. Any of these printed forms are 
of slight significance in themselves, because they are always 
modified by scores of riders, printed, typed, written, or rubber- 
stamped, attached to the face of the policy or on its back. 
Examples of such riders are shown printed on the back of 
Fig. 17. Almost any imaginable risk may thus be covered, 
by special agreement and on payment of special premiums. 

Large steamship owners frequently insure their own ves- 
sels, setting aside annually appropriations for self-insurance 
funds. This, however, is not and cannot be the practice 
of shippers of cargo. They must have resort to insurance 
companies with whom negotiations may be carried on directly, 
or, as it is the practice of most large shippers, through brokers 
who act on their behalf in securing the desired kinds of 
protection at the most favorable rates. The insurance policy 
may cover only a single shipment of a stated amount of 
merchandise for a given voyage at a specified time, but 
exporters doing a regular business and having many different 
shipments to make to many different destinations usually 
arrange what is known as an “‘open policy,” one form of which 
is shown in Fig. 17. This policy enumerates the various 
destinations to which goods may be shipped, the kinds of 
merchandise that are to receive insurance protection, the 
nature of the protection for which the contract is made, and 
the rates payable in each instance. The open policy is usually 
prepared to cover shipments over a whole year up to a stated 
aggregate amount. As different shipments are made, the 
exporter notifies the insuring company of the particulars and 
the values of each shipment, which are charged against the 
open policy until its aggregate amount has been exhausted, 
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the company returning to the shippers a Certificate, one form 
of which is shown in Fig. 18, which in most cases has the full 
force and value of the whole original policy of insurance, in 
accordance with the terms of which it must be interpreted. 

Such certificates are usually made payable to the order of 
the shippers, hence become negotiable documents, as they are 
endorsed by the shippers in such manner as they see fit. 
These certificates almost’ invariably are demanded by bankers 
in negotiating drafts covering export shipments. 

The rate of premium charged for marine insurance protection 
varies not only according to the nature of the merchandise 
shipped, even according to the way in which it is packed and 
protected, but according to the destination of the goods and the 
rating established by Lloyd’s, or some other ship-inspecting 
agency, of the vessels which are to transport the goods. Rates 
bya ship which has been inspected and pronounced of the best 
class may be considerably lower than by an old vessel not 
pronounced of the best type, while, of course, each risk covered 
in addition to the simple marine insurance form increases the 
rate of premium. All rates naturally depend on the hazards 
assumed by the insurers, and in the case of most kinds of cargo 
have little if any relation to the character of the merchandise 
-insured. 

Value of the Property Specified in Marine Policies.—One 
of the most important features in which marine insurance 
differs from any other kind of insurance is in the fact that the 
value of the property is definitely predetermined and mutually 
agreed upon in case of total loss. In fire insurance, it is only 
agreed that the insurer shall be liable for the “‘actual cash value 
of the property at the time any loss or damage occurs,”’ and 
that value has to be determined by appraisal of some sort. 
In marine insurance it does not in the least matter whether 
the value of the property stated in the policy be half its 
actual value or three times its actual value. The insuring 
company agrees that the value stated is the true value for which 
it will be responsible in case of total loss, partial damage 
being assessed in a fashion which will be considered shortly. 
There is a valid reason for this practice in marine insurance. 
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Certificafe of Insurance NoA_243142 
Jucorporated 1799 


Providence Washington Insurance Company 


of Providence, B. J. 


NEW YORK 92 
This Certifies, T ia insured under and 


subject to the conditions of Open Policy mae OD 2 ce the PROVIDENCE WASHINGTON INSURANCE COMPANY in 


the sum of. Dollars 


Loss, if any, payable to. rv order, 
upon return of this Certificate. 

This Certificate represents and takes the place of the Policy and conveys all the rights of the Original Policy holder (for the purpose 
of collecting any loss or claim), as fully as if the property were covered by a Special Policy direct to the holder of this Certificate, and 
free from any liability for unpaid premiums. 

Any loss or damage which may happen to the property insured under this Certificate, shall be reported, as soon as the goods are 
landed or the loss is known or expected, to the Claim Agent of the Company named on the back hereof located at the port of discharge 
or disaster, or if there be no such agent at such port, notice shall be immediately given to the Company’s nearest Settling Agents or 
to an accredited representative of the Board of Underwriters of New York, or of Lloyds, London. 

‘All claims hereunder shal) be submitted for approval to, and be adjusted by, the Company or its nearest Settling Agents, and upon 
their authentication, will be paid by the Company or its Bankers at the current rates of exchange. 

Claims to be adjusted according to the usages of Lloyds in Great Britain or of the ports of settlement elsewhere, but subject to the 
conditions of the policy and contract of insurance. 

~ It is understood that the Claims Agents are only to intervene for the purpose of ascertaining the nature, cause and extent of the 
damage and thet they cannot be cited in any legal proceedings, the Insurance Company acknowledging only the competence of the 
American and English Tribunals. 

To conform with the Revenue Laws of Great Britain in order to collect a claim under this Certificate, it must be stamped within ten 
days after its receipt in the United Kingdom. ‘ 

PROVISION REQUIRED BY LAW TO BE STATED IN THIS PoLICY.—This Policy is issued under and in pursuance of the laws of 
the State of Rhode island relating to Guaranty Surplus and Special Reserve Funds 

Not valid until countersigned by WM. H. McGEE & CO., INC,, Agents, at New York, 


Countersigned by 


WM. H. McGEE & CO., INC., Agents, CO PY 
ae —_Aiistant Seeretary OEE 


MARKS AND NUMBERS SPECIAL CONDITIONS 


Held covered on board craft and/or lighter to and from the vessel, Each craft and/or lighter to be'deemed 
a separate insurance, 

Held covered, at a premium to be arranged In case of deviation or change of voyage or of any ergor or un- 
intentional omission in the description of the interest vessel or voyage, provided same be communicated to the 
assurers a8 soon as known to the assured. ' 

When, by terms expressed on this certificate, this insurance undertakes to cover risk of inland transportation 
and/or risk on sbore and/or vn land, then in such cases it is understood that inland transportation is by railroad 
only (unless otherwise stated heron), and that this insurance covers only losa or damage arising froma fire, colli- 
sion or derailment while on railroad cars, and by fire or flood (meaning rising navigable waters) when on dock, 
wharf pier, quay or elsewhere on . 

Goods, etc., insured hereunder, are understood to be under deck (i. e, below main deck or within a structure 
built in the frame of the vessel) unless otherwise expressly stated bereon. 

Breakage of machinery, castings or fragile goods or leakage of liquids (except when caused by stranding, sinking, 
burning or collision), is not insured, unless otherwise stated hereon in writing. 

This certificate is subject to the full terms of the policy in respect to being warranted free of capture, seizure, 
arrest. restraint or detention, and the consequences thereof, ot of any attempt thereat, and also from all conse: 
‘quences of rjots, civil commotions, insurrections, hostilities, and warlike operations whether before or after declara- 
tion of war 
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In the first place, property protected by insurance against fire 
is under the control and jurisdiction of the parties securing such 
insurance and a very different moral risk is thereby incurred, 
for the owner of the property might purposely cause its destruc- 
tion by fire. In shipping merchandise by sea, the property 
is beyond the control of the owners and there are seldom, if 
ever, chances for fraud. In the next place, merchandise that 

is exported incurs expenses, such as freight charges, insurance 
- premiums, selling commissions, and, furthermore, is shipped 
with the expectation of realizing a profit. Again, there is 
the real loss and suffering incurred by a foreign merchant when 
_ goods, which he has ordered many months before, upon which 
he is counting to replenish his stock or to develop new business, 
fail to arrive, or reach him in an unsalable condition. For all 
of these reasons values declared for marine insurance purposes 
are never invoice actual values; but invariably the invoice 
value plus freight and other charges is increased by at least 
10 per cent. and very often by 20 per cent. or more. Marine 
insurance companies never dispute these valuations, which may 
be limited only by the wish of the shipper or the consignee to 
limit the cost of his insurance premiums. 

Hazards Named in Simple Form of Policy.— Hazards covered 
by a policy of marine insurance may usually be made as 
broad and liberal as the shipper or his foreign customer may 
desire. The ordinary simple policy contains a _ printed 
clause reading usually very much in the following fashion: 


Touching the adventures and perils which the said —————Insurance 
Company is contented to bear, and takes upon itself in this voyage, they 
are of the seas, men-of-war, fires, enemies, pirates, rovers, thieves, jettisons, 
letters of mart and countermart, reprisals, takings at sea, arrests, restraint 
and detainments of all kinds, princes, or people, of what nation, condition 
or quality soever, barratry of the master and mariners and all other perils, 
losses and misfortunes that have or shall come to the hurt, detriment or 
damage of the said goods and merchandise, or any part thereof. 


In brief explanation of the foregoing, it may be said that 
“‘perils of the sea’’ include the following as the hazards most 
frequently encountered: Losses caused by tempests and 
heavy seas, including damage by salt water so or otherwise 
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incurred, or other hurt to the machinery of a steamer; damages 
incurred through unavoidable accidents such as tidal waves; 
collisions either with other vessels or with icebergs, caused by 
fog, darkness or obstructions interfering with the navigation 
of the vessel; stranding or striking upon rocks; lightning as 
distinguished from fire. 

Fire risk in the marine insurance policy covers not only the 
cargo which may be destroyed but the damage done to other 
merchandise in the hold of a vessel in the attempt to put out the 
fire. 

Jettison is the throwing overboard of a part of the cargo or 
cutting away of masts or other accessories of the ship to lighten 
or relieve it in case of necessity or emergency, performed asa 
voluntary act made in the common interest. 

Barratry of the master and mariners is, on the other hand, 
a fraudulent or wilful misconduct on their part to the injury 
of the ship or its cargo. Barratry is nowadays very rare 
indeed, but in olden times many a captain ran away with his 
own ship, or purposely sunk or stranded her, for the sake of 
securing the insurance money. 

Pirates, rovers, and thieves, seem very much alike, but as 
used in the policy their attacks refer to robbery by force, not 
to pilferage by stealth. 

Several of the terms of the policy refer to perils of war and 
some of them are now very much out of date. It may be 
explained, however, that “letters of mart and countermart,”’ 
abolished by the Treaty of Paris, refer to the authority which 
used to be granted by belligerent governments to privateers 
to prey upon the commerce of the enemy. ‘Restraints and 
detainments” refer to embargoes which may prevent a vessel 
from reaching its port, or to the holding back of a vessel and 
cargo by blockade or quarantine or any other government 
regulation. 

These terms embodied in the old Lloyd’s policy were, even 
before the World War, generally nullified by what was known 
as the F.C. & S. (Free of Capture and Seizure) clause, which 
eliminated from the risks which the underwriter assumed those 
of capture, seizure, and detention from all consequences of 
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hostilities or warlike operations, whether before or after 
declaration of war. During and since the World War the 
printed policies of a great many insurance companies omit 
entirely this particular phrase of the clause first above quoted 
as referring to perils of war. 

The last clause in the paragraph quoted from the simple 
forms of marine insurance policy, all other “perils, losses and 
misfortunes,” etc., is not to be taken literally as rendering the 
insurance company liable for losses from all causes. It is 
specifically defined by the British Marine Insurance Act as 
including ‘‘only perils similar in kinds to the perils specifically 
mentioned in the policy.’ Losses that are inevitable or that 
are the result of negligence or fraud are not assumed by marine 
insurance companies; such losses are ordinary wear and tear,~ 
natural decay, leakage or evaporation. 

Other Risks May Be Covered.—While the straight or 
simple policy of marine instance covers only the hazards just 
mentioned, almost any imaginable kind of risk may be covered 
by special clauses, and the insurance policy is rare nowadays 
that does not embody a few if not a great many such clauses 
amplifying the protection granted. Cargo may be insured 
against pilferage, leakage, and breakage; it may be insured all 
the way from inland factory by rail, steamer, or any other form 
of transportation through to the port of the ocean carrier’s 
destination, or to an interior point in some foreign country, 
even including mule-back transportation over the Andes. 
Insurance against earthquakes may be procured. Insurance 
may cover specified delays in foreign custom houses, as well as 
detentions prior to shipment. A little-understood form of 
insurance is that which covers the foreign customs import 
duties that must be paid by the importer, who very often does 
not know anything about damage or loss until he has paid the 
duties and taken the goods away from the custom house, from 
which recovery of duties unnecessarily paid is extremely 
difficult, in most cases impossible. All these varied forms of 
additional or exceptional insurance protection are to be secured 
only through negotiation with the insurance companies and in 
return for special premiums that will be charged. 
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RatéS for usual marine risks are not very much increased 
by the commoner forms of additional protection that are 
desired. A very recent exception is in the case of insurance 
against pilfering, rates for which have, since the World War, 
been increased to ten or twenty times the premium charged 
prior to the war, owing to the terrifying increase in this evil at 
ports and on board of ships all around the world. The very 
increase in the crime makes protection against losses possibly 
to be so incurred all the more necessary, no matter what its 
cost may be. 

Since marine insurance protection is usually provided by 
the shipper for the benefit of the foreign importer for whose 
account and risk the goods are shipped, and since the importer 
has to pay the charge for the insurance premium, it is almost 
always essential that a mutual understanding be arrived at 
between shipper and consignee as to the kind of insurance that 
will be provided; otherwise, the consignee may object to the 
premium charge, if full protection be secured, or complain if, 
through a desire to keep down costs, not enough risks have 
been covered. It is the consignee who might be expected to 
give instructions regarding the insurance that he desires and 
for which he is willing to pay, but a good many importers in 
various countries of the world are not insurance experts and 
do not know what protection it is possible for them to secure 
or what it costs. The exporter will do well, therefore, to 
guide and advise his customers. 

One other frequently employed form of insurance here to 
be noted is that which applies to foreign parcel-post packages. 
Several companies make a practice of insuring such shipments, 
but there are often difficulties in securing sufficient proofs of 
loss, because it is seldom known by what vessel the parcel post 
was transported, and the cause of lossis almost always unknown. 
If a parcel-post package be registered, then it receives more 
careful supervision and can be more easily traced. 

Some Technical Expressions of the Policy.—The marine 
insurance policy will now be analyzed, at least in its more impor- 
tant aspects, and, first of all, definitions of some of the unusual 
terms employed will be given. 

Ex Ex—27 
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The words “Warranted” or ““Warranty”’ are well described 
by the British Insurance Act to mean a promise ‘“‘by which the 
assured undertakes that some particular thing shall or shall 
not be done, or that some conditions shall be fulfilled, or 
whereby he affirms or negatives the existence of a particular 
state of affairs.” 

‘““Average’’ is used in its medieval sense as signifying damage, 
tax or contribution, not in the sense in which we use it today 
in such expressions as ‘‘average cost’’ or “‘above the average.” 
Average as interpreted in marine insurance is believed to be 
derived from those words in the Romance languages, of which 
the French avarie is perhaps the most familiar, and means 
damage. 

Next to be considered are the two conditions connected with 
marine insurance which are least understood but are its most 
important features, and which are those hardest to define to 
the layman, namely, ‘General Average’ and -“‘Particular 
Average.’ In spite of the similarity of language there is really 
very little relation between the two terms. 

General Average and Particular Average.—General Average 
exists outside of insurance. Whether or not a shipper or a 
ship owner be insured, he will none the less be held to pay for 
damages to ship or to cargo through sacrifices voluntarily and 
necessarily incurred in an effort to save as much as possible of 
the property at stake. All the parties of interest, the owners 
of the cargo saved and the owners of the cargo lost, as well as 
the owners of the ship, are in such instances forced to con- 
tribute to make good the sacrifice made for the safety of all. 
This is a common-law liability and has been established and 
recognized for centuries. That liability rests on the shipper. 
No matter if from a legal point of view the merchandise is 
his customer’s property, the latter might decline to acknowl- 
edge any interest in it. When a General Average loss has 
been incurred, the shipper or the known owner of the merchan- 
dise will be notified of an assessment on him to cover General 
Average costs, and a bond to secure the ultimate payment of 
that assessment will be required of him. If the property 
interest has been covered by suitable marine insurance pro- 
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tectiony he turns this notification over to his insurance com- 
pany, which takes care of the matter. 

As illustrating what General Average losses may include, 
the following examples may be cited. Masts or rigging cut 
away for common safety during a storm; the loss of cargo 
and the freight paid on it, when thrown overboard; damage 
sustained by a steamer’s engines when attempting to float the 
vessel when ashore in a dangerous position; wages and pro- 
visions of master and crew and general expenses incurred dur- 
ing detention in a port of refuge; cost of salvage of ship and 
cargo when taken in tow in a damaged condition at sea, or when 
ashore. General Average losses are usually construed accord- 
ing to ‘““York-Antwerp Rules,’”’ which are the regulations laid 
down at congresses of marine-insurance interests held in the 
cities named in 1864 and 1877, and they are frequently 
mentioned in marine insurance policies as well as in ships’ 
bills of lading. 

Particular Average means a loss which must be borne 
entirely by the party whose property is damaged. General 

. Average, as has just been described, distinguishes those losses 
that are apportioned among all partiesinterested in the venture. 
Particular Average, then, refers to partial losses resulting from 
accident, not from voluntary sacrifice. For example, the loss 
caused by the actual burning of goods is Particular Average, 
but the damage done to other goods by water or steam through 
an effort to quench the fire for the common benefit of all is 
classed as General Average. Another way of distinguishing the 
two expressions is that adopted by Mr. Winter: ‘General 
Average is a loss falling generally on all the interests involved 
in a maritime venture, as distinguished from Particular 
Average, or a loss falling on one particular interest.” 

What F. P. A. Means.—Particular Average comes especially 
to the shiper’s attention through what are colloquially called 
F. P. A. conditions. This abbreviation translates into Free of 
Particular Average. It means that insurance companies 
exempt themselves from claims for damage on certain goods 
unless the damage amounts to certain stated percentages of 
the value of those goods. This is usually expressed in a part 
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of the policy which is referred to as the Memorandum. In it 
are enumerated many different kinds of commodities,sometimes 
as many as a hundred of them, in regard to which the insurer’s 
liability is limited. The’ articles included are supposed to be 
especially susceptible to damage, and the insurer proposes in 
his policy that he will only pay damages in regard to certain 
mentioned goods if such damages amount to 20 per cent., on 
other goods if damages amount to 7 per cent., on still other 
goods 1 per cent,, etc. Such exemptions are usually referred to 
as ‘Free of Particular Average under 7 per cent.,’’ for example. 
The theory is that in shipments of the commodities enumerated 
the ‘franchise,’ as it is called, is only a fair risk for a shipper 
to carry in view of the reduced rate of premium demanded 
for such insurance. It must be understood that this clause 
may, if desired, be supplanted altogether by one insuring 
“With Average,” that is, without giving to the insuring com- 
pany any freedom from liability as to percentage of loss, and 
offering full protection to the shipper. The premium for such 
additional protection will, of course, be higher than that 
demanded for the F. P. A. policy. The latter, however, is 
commonly considered sufficient. 

The phraseology of the so-called “franchise”? applying to 
F. P. A. conditions is one of the chief differences existing 
between English and American marine insurance policies. 
As a matter of fact, insurance policies in general are not stand- 
ardized, and those of England, France, Italy, Norway, and 
Sweden contain their.own special conditions, as do policies 
issued by individual companies. Free of Particular Average 
liability is, however, seriously affected by the terms written in 
the policy which may be either ‘‘American conditions’ or 
“English conditions,” the two variations being abbreviated 
F. P. A. A. C. and F. P. A. E. C. In its simplest form; the 
English clause reads ‘‘Free of Particular Average unless the 
vessel or craft be stranded, sunk, burnt, or in collision.” 
In contrast to this, the American conditions commonly read 
“Free of Particular Average unless caused by stranding, sink- 
ing, burning, or collision with another vessel.’’ The dif- 
ference, it will be observed, may be vital. Undoubtedly the 
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original intentions of the English conditions were identical 
with those specifically stated in the American conditions, but 
English courts of law have construed the English phraseology 
in literal fashion and the clause embodied in a particular policy 
must be carefully examined when insurance is secured. 

In both forms the insuring companies exempt themselves 
from liability for partial loss, when loss does not exceed the 
percentage specified, but agrees that the happening of one of 
the perils mentioned may aullify the ‘‘average’’ agreement of 
the policy. Under the English conditions, the insuring com- 
pany assumes liability for any partial loss which may be dis- 
covered after the happening of one of the stated casualties, 
whether or not such loss is the result directly or indirectly of 
that casualty. Under the English terms, claim for any partial 
damage is valid from the fact that the vessel met with one of 
the casualties specified. Under the American conditions, it 

- must be proven that the damage was actually caused by one 
of the mishaps mentioned, in order to make a claim effective, 
and this it is often difficult if not impossible to prove. The 
following illustration may be quoted to show in a practical 
way the application of these two clauses. 

“The effect of the different conditions may be shown in the 
case of a shipment of barb wire, insured ‘free of particular 
average,’ and carried by a steamer. which on leaving port 
collides with another steamer, but without sustaining any 
damage that would cause water to be admitted to the hold and 
reach the cargo. The barb wire, nevertheless, on being landed 
is found to have been wet by sea water and rusted and otherwise 
damaged to such an extent that on sale there can be realized 
only 90 per cent. of the amount that it would have brought if 
it had arrived in a sound state. Under the English conditions 
the insured could recover from the underwriters 10 per cent. 
of the insured value; under the American conditions he would 
have no claim whatever. Even if it were shown that in 
consequence of the collision seams in the deck or hull of the 
steamer opened and admitted water to the holds, the insured 
would be called upon to prove that the barb wire was stored 
in the particular hold to which the water was admitted before 
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his claim for damage would be recognized under a strict inter- 
pretation of the American clause.” (Practical Exporting). 

The ‘‘franchise’”’ in the “memorandum” eliminates a great 
many small losses in the ‘adjustment of which heavy expenses 
would be incurred, and it is recognized that the prime purpose 
of marine insurance is not the covering of every small or 
insignificant loss that may occur, but the granting of protec- 
tion against some real and great hazard. In a great many 
shipments, however, especially in shipments of large quanti- 
ties of cargo, it is now common, in fact the general practice, 
to make the application of the percentage of loss stated in 
the franchise as the limit above which only the underwriters 
will pay claims, applicable to “series” into which the cargo is 
divided. Thus, ina shipment of cotton the policy may provide 
a warranty “free of particular average under 3 per cent. on 
each ten bales running landing numbers.”’ By the expression 
“running landing numbers” is meant that the bales are 
considered in sets of ten as they come out of the hold and are 
landed. The more valuable the goods the smaller the series 
‘which may be taken into consideration. In shipments of silk 
each separate package is considered a “‘series,’’ so is each 
hogshead of tobacco, each ten chests of tea, etc. 

Phraseology of the Policy.—A policy usually refers to cargo 
to be insured ‘‘at and from”’ such and such a port, followed by 
a description of the voyage. Thus protection is granted to the 
assured after his goods are on board vessel “‘at”’ the port of 
departure even before the voyage is begun. 

The ship itself is usually referred to in the policy as “‘the 
good ship ——-———-whereof is master for this present voyage 

—,” the effort being to identify the precise ship and 
guard against the possibility of there being two ships of the same 
name. 

Next follows a paragraph which may read like this: ‘‘Begin- 
ning the adventure upon said goods and merchandises, from 
and immediately following the loading thereof on board of the 
said vessel.’’ Unless modified, this clause would make the 
insurance applicable only after the cargo had actually been 
placed on board the vessel. Since many ships are loaded from 
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lighterg or barges while lying at anchor in a harbor or river and 
cargo may be exposed to considerable risk before ever being 
put on board the ocean carrier, the clause just quoted is 
invariably modified by a rider which may read ‘‘including risk 
of craft to and from the ship or vessel, each craft to be con- 
considered a separate risk.’? Experienced export executives 
have their protection further extended to cover their mer- 
chandise while it is on the dock awaiting shipment, or 
even while it is en route from factory by railway, sometimes 
while lying in the custom house or the warehouse at the 
foreign port of destination. 

Constantly changing conditions in commerce and in ship- 
ping, perhaps also competition in the marine insurance busi- 
ness, have brought about extraordinary and complicated 
extensions of the marine policy. Hundreds of special clauses 
have been invented to protect all kinds of interests against all 
sorts of risks, and these special agreements between under- 
writer and assured are written in the policy on its face or its 
back, affixed by printed riders, or impressed by rubber 
stamps when frequency of demand has brought about the 
establishment of definite phraseology. It has already been 
pointed out that under ordinary conditions almost any risk 
involved in or connected with the shipment of goods overseas 
may be covered by a marine insurance policy. Shippers of tea, 
for example, may not only protect their tea from the moment 
of picking, but may even include insurance against hail; and 
wool is known to have been insured from the sheep’s back. 
There is really no such thing, however, as insurance against 
“all risks” (A.R.), which is often used interchangeably with 
the term ‘‘With Average,” since there are some risks on the sea, 
as distinguished from risks of the sea, which marine insurance 
seldom if ever covers. 

Hull Insurance.—Vessel insurance differs in some respects 
from cargo insurance, and special forms of policy are sometimes 
issued for it; such insurance is usually referred to as “hull 
insurance.” These policies usually run for a period of time 
and the premium percentages are normally considerably higher 
than those charged on cargo. Vessels are classified both as to 
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their motive power and as to their rating as established by 
inspecting agencies which supervise even the details in the 
construction of the vessels, before they are launched. The 
principal agency that classifies vessels is an offshoot of Lloyd’s 
in London, now known as the Society of Lloyd’s Register. 
There is a British rival of this company and there are similar 
inspecting and classification agencies in France, the United 
States, Germany, Italy, Holland, and other countries. Some 
criticism is occasionally heard as to the ratings granted by these 
different agencies, especially among ship builders of one country 
who sometimes insist that ratings given them by agencies estab- 
lished in another country are by no means so favorable as those 
granted by agencies in their own country. It would, indeed, 
seem that the power to give a low rating to vessels of a rival 
country might be a potent weapon if used by a classification 
agency, through necessitating in this fashion the payment of 
comparatively heavy insurance premiums on rival vessels thus 
classified. It is extremely doubtful if any of these powerful 
classification societies have attempted anything of this sort, 
as a policy. It seems much more probable that variations in 
ratings accorded to different vessels, which have been noted 
from time to time, have been occasioned solely by the different 
standards of shipbuilding practice in various countries and 
by the inflexible demands by societies in other countries that 
all other standards and practices be similar to those standards 
which they have adopted in their own country as the only 
desirable practice. 

There is not space here to consider the various forms of hull 
insurance as distinguished from cargo insurance. Hazards 
of collision and damage to machinery or boilers, port risks as 
distinguished from navigation risks, salvage charges, liability 
for damage to cargo or for loss of life or personal injury, may 
also be covered in policies of this sort, although some of them 
are usually arranged through mutual associations established 
by ship owners for their own benefit. There are many compli- 
cated conditions governed by special clauses, all of which may 
be found discussed in works dealing exclusively and in detail 
with marine insurance in general. 
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Reifisurance of Marine Risks.—The business of the marine 
insurance company is stabilized and made safer by the reduc- 
tion of liability for losses through a system of reinsurance, 
which distributes the liability over several companies, each 
retaining only a limited amount of the liability in each risk. 
A contract for reinsurance is purely a contract between two 
insurance companies, but should provide additional security 
to the assured parties, since it is clear that any one company 
may on a certain day or within one week be called upon to 
insure an unusually large number of exceptionally heavy risks, 
perhaps carried by a single vessel, possibly quite dispropor- 
tionate to the insuring company’s capital and resources. The 
responsibility of the reinsuring company or companies is of 
equal importance to the responsibility of the first company. 

Ordinarily, shippers pay very little attention to reinsurance 
problems, in fact knew very little about reinsurance until the 
developments of the World War brought to general knowledge 
the fact that a good deal of such insurance had been placed 
with companies of enemy nationality, who were thus put in 
possession of facts regarding the movements of ocean vessels 
which it was highly desirable to conceal from them. In some 
countries the proportion of risk that an insurance company 
may assume as contrasted with its capital and resources 
is limited by law, but in other territories there is no such 
restriction. ‘The policy of any sound company is, however, 
sure to be that of distributing its risks through reinsurance, 
especially as it may happen, indeed, often does happen, that 
the risks of one company on a single steamer and its cargo 
may be very much in excess of its normal risk by any single 
vessel, and chances of serious loss thereby are tremendously 
increased. There are, therefore, generally recognized advan- 
tages of reinsurance, and the business in that line has in recent 
years been growing and developing rapidly. 

Collection of Insurance Claims.—When occasion arises for 
the collection of claims for loss or damage under marine insur- 
ance policies, the question first to be determined is, Who shall 
prefer such claims? Since merchandise has always been ship- 
ped ‘‘for the account and risk of”’ the consignee, it is usually 
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assumed that it is the consignee’s duty, as well as his right, to 
undertake the task of trying to secure remuneration for any 
loss or damage to his own property, under the policy that has 
been secured for his benefit and which has usually been 
delivered to him, either directly or through indorsement. 
Sometimes it is much easier for the consignee to make collec- 
tion of claims, but sometimes the shipper has better facilities 
for so doing, and in any event the shipper, while not assuming 
any responsibility, frequently agrees as a favor to act as 
agent for his customer in preferring claims for loss. In every 
case the burden of proof is always on the assured to sustain 
his claim for loss. : 

The first step necessary is to determine that the loss is 
one actually covered by the terms of the policy. In other 
words, shall the claim be preferred against ship owners or 
insurance underwriters? Ship owners are responsible under 
the terms of the bill of lading for certain damages or 
losses. Usually, however, the ship owner is promptly pro- 
tected by the action of the master of the vessel, if unusually 
rough weather or other conditions encountered in course of the 
voyage have led the master to believe that there may have 
been shifting or damage to the cargo, which would relieve the 
ship from liability. In that case, immediately upon arrival at 
port the captain proceeds to the consulate of the country in 
which his vessel is registered and there files a “‘protest’”” which 
he may in some cases ‘‘extend” in a duly attested document 
reciting at great length the incidents of the voyage which it is 
feared may have caused damage to cargo, for which the master 
therefore disclaims responsibility. When this is done, since 
it will be impossible, or at least very difficult, to hold the ship 
responsible, claims on such accounts must be presented to the 
insurance underwriters, most of whom are represented at the 
port or in the country of destination by resident agents of one 
description or another. 

Delays and technicalities may attend the collection of insur- 
ance claims if they are not properly substantiated. A good 
many people do not understand the necessity for making 
proofs of claim complete. This is especially true of a certain 
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class 6f foreign importers, whose overseas transactions are 
comparatively small and who often are very ignorant as to 
insurance matters in general. A great many claims are sent 
back to American manufacturers from importers of this class, 
especially in Latin America, without adequate proofs to make 
it possible to collect from the insurance company, however well- 
disposed the manufacturers may be to help out their foreign 
customers as a favor to them, not as an obligation. It is well, 
therefore, for the export executive to understand just what 
must accompany any claim for marine insurance loss and what 
papers he must instruct his foreign customers to prepare and 
submit when it becomes necessary to lodge a claim. 

Any claimant for an insured loss must present, first, the 
proof of loss, and second, proof of his interest in the loss. This 
means that papers must be submitted as follows: (1) Evi- 
dence that the goods were actually shipped, usually in the form 
of a copy of the bill of lading. (2) A certified copy of the 
captain’s ‘“‘protest,’”’ which will explain accidents or unusual 
circumstances during the voyage, which may have caused 
damage to the cargo. If nothing of the sort appears in 
the captain’s protest, the marine insurance underwriters will 
probably reject the claim on the ground that claim should be 
made on the steamship company. (3) A formal sworn state- 
ment of the local representative of the insurance company, 
or of Lloyd’s agents at port of landing, of a sworn surveyor or 
some other disinterested expert, as to the amount of damage 
sustained. (4) A copy of the commercial invoice. (5) The 
certificate of insurance proving interest in it. All the fore- 
going papers should accompany every claim for loss made 
upon an insuring company; and the first preliminary is to make 
certain of the contents of the captain’s protest, before going to 
the trouble and expense of drawing up a claim against the 
insurance company, in order to make certain that the claim 
properly lies against that company. 

Determining Amount of Indemnity.—In case of total loss, 
the full value for which the merchandise has been insured is 
paid by the insuring company upon satisfactory proof of claim. 
But it should be noted, that in marine insurance, indemnity 
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for partial loss on goods arriving at destination in a damaged 
condition is determined by a comparison of the sound and the 
damaged values at the place of arrival, the sound value being 
considered the market value of the same goods in sound con- 
dition prevailing on the day when the value of the damaged 
portion is determined. An expert is usually appointed by the 
agents of the insuring company at port of destination to examine 
the goodsasa “‘surveyor.’’ He determines the cause of damage 
and its nature;, sometimes he may fix the damaged value, 
but very oftermhe recommends that the damaged goods be sold 
at auction. The difference between the officially appraised 
damaged value or the amount realized on the goods at sale, 
and the gross market value of sound goods on the same day, 
represents the depreciation, or loss. This ratzo of deprecia- 
tion is then applied to the imsured value of the goods that have 
been damaged. The insured value, as already explained, is 
usually greater than the invoice value and may very likely differ 
also from the sound market value at port of destination. The 
percentage of loss is determined as just above explained. The 
indemnity for which the insuring company is responsible is 
that percentage of the mutually accepted, that is, the declared, 
value of the goods as that value is stated in the policy, no 
matter what it may be. 

The insuring underwriters retain all rights which the assured 
may have had of recovery from third parties under what is 
known as “‘subrogation.’’ If there has been total loss or what 
appears to be total loss; or what is known as a constructive total 
loss, as for example when a vessel has been stranded and there 
appears to be little chance of salving her or her cargo, when 
the insuring companies have paid claims they acquire title to 
the matter insured, and any sums that may afterward be 
realized from property recovered belong to the underwriters. 
Similarly, in cases of partial loss the underwriter is subrogated 
to the rights of the assured to the extent of the loss paid. If 
there afterward develop chances for recovering such losses from 
other parties, the underwriters will claim amounts so recovered. 
A historical example is found in the Geneva Arbitration of the 
Alabama Claims, that is, claims for those losses to American 
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shippirig incurred during the Civil War by the depredations of 
| the Confederate cruisers Alabama, Shenandoah, and others, 
which the United States maintained, had been built and equip- 
ped in British shipyards, in consequence demanding from Great 
Britain repayment of losses amounting to about $15,000,000. 
Such a sum was recovered as the result of the arbitration in 
question and was claimed by American insurance companies that 
had paid losses under their policies and had thus acquired rights 
of subrogation. A long battle was waged in the United States 
Congress over this question, which is even now bitterly 
remembered by many of the old American insurance men, who 
delcare that as the result of the action of Congress, in 1873, 
in refusing to recognize the companies’ claims, American marine 
insurance companies were practically driven out of business 
and continued out of business for nearly 40 years. 

War-Risk Insurance.—War-risk insurance is not assumed 
in the ordinary marine policy. Very little attention had been 
paid to war risk, until the outbreak of the World War in 1914, 
although occasional outbreaks in different parts of the world, 
chiefly notable being the Spanish-American War and the Russo- 
Japanese War, resulted now and then in brief periods of 
excitement over the risks involved, but even then war-risk 
insurance was almost wholly speculative. Very real perils 
and heavy losses during the World War made insurance against 
war risks imperative and because of the unusual risks and the 
large amounts involved, special plans for the insurance of 
war risk were developed in the United States, Great Britain, 
France, Australia, and Japan. The Bureau of War Risk 
Insurance of the United States Treasury Department in the 
three years from 1914 to 1917 issued war-risk policies to an 
aggregate of $375,000,000. During this period the known net 
loss amounted to $6,500,000. It was notable, however, that 
shippers in general preferred company rather than govern- 
ment insurance, because of the freedom from the inevitable gov- 
ernmental red tape and the more favorable conditions granted 
by the companies. The government was, however, willing to 
undertake any risk that complied with the conditions it laid 
down, including risks that it would have been difficult if not 
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impossible to insure in the open market. Hence, it is believed 
that the government bureau was a vital factor in commerce 
throughout the war. 

The principles applying to war-risk insurance are much the 
same as those of insurance against ordinary marine perils; but 
it must be clearly understood that war-risk insurance is not 
the same thing as and does not take the place of usual marine 
insurance; in fact, insurance against war risk can only be 
secured when the property at stake has previously been 
covered by the usual form of marine protection. The com- 
mon policy in use today specially exempts the underwriters 
from the usual risk of war. This clause may be completely 
deleted from the policy or it may be modified or amended 
so as to make the policy include the war risks. Under- 
writers at first had little experience in the writing of war 
risks and it took some time for them to codify their prac- 
tices and the phraseology of the war-risk policy, especi- 
ally in view of the illegal and unprecedented fashion in 
which the naval depredations of Germany were conducted. 
Many abstruse questions of international law were involved, 
including not only those of enemy ownership, interest, or 
destination, but as to commodities claimed or declared to be 
contraband of war, and the new perils developed through the 
use of submarines, airplanes, and the stowing of bombs equipped 
with time exploding devices among the cargo. These con- 
ditions created hazards perhaps never again to be encountered. 
At any rate, terms, conditions, or phraseology of policies in 
force in war time call for no detailed examination in these 
pages. They may be studied together with all other complicated 
phases of marine insurance in special works devoted wholly to 
that wide subject, while other aspects are covered in works on 
international law. 
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CHAPTER XXVII 
DOING EXPORT BUSINESS WITHOUT RISK 


Desirable Terms.—Everybody would like to do business, 
either export or domestic, without incurring any risks of 
financial loss. No doubt, a certain amount of export busi- 
ness can be done on such terms and done more easily than 
can any similar domestic business. In fact, one of the things 
which has sometimes attracted ignorant or unthinking manu- 
facturers to the export trade has been the assumption that all 
export business was cash business; but if this is the easiest or 
safest way, yet it is to be questioned whether it isa desirable way 
for the manufacturer who really seeks considerable trade 
development through its expansion into other countries of 
the world. Any product or any specific article must be 
extremely desirable in order to make possible the doing of any 
kind of business without incurring certain risks of loss. 
It is, indeed, found possible by some manufacturers of special- 
ties to develop an export trade on terms approximating this 
desideratum, but there are considerations affecting export 
credits based on the very nature and conditions of export trade, 
which make other terms, more liberal to our customers of other 
countries, possible and reasonably safe. 

Kinds of Terms in Foreign Trade.—Terms upon which 
export shipments may be made include: full cash payment for 
the goods ordered accompanying the order; full cash payment 
on actual shipment of the goods; payment in advance of part 
of the amount involved with some kind of credit extended 
for the balance; shipment against the guaranty of foreign 
bankers; shipments on open, ledger or running accounts 
current; collection of values by means of drafts or bills of 
exchange. Some risk of loss is involved in all of these terms, 
excepting only the first two; that is, payments in full with 
order or upon shipment from this country. Before any risks 
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are assumed, reliable information must be secured as to 
the reputation and financial abilities of the debtor; but, since 
such information is not always immediately to be secured 
in the case of a first order from a new customer, cash in 
advance payments will be considered first of all. 

Cash in Advance Not Unusual.—First, in considering 
ordinary terms of sale in export trade, what is called a cash dis- 
count ought never to be quoted unless actual cash in hand is 
paid, and then, preferably should not be called cash discount, 
which is prohibited on invoices for some countries of the world 
and may always much better be represented as a special, 
extra discount or allowance to cover the cost to the customer of 
making cash remittances in advance of shipment. Such 
advance payments may be in one of several forms, but in any 
event they pay for merchandise before it has been dispatched, 
or against proof of actual shipment in the form of a bill of 
lading. No credit of any sort is involved in transactions of 
this nature. Payments in cash, before or upon shipment 
of the goods, with no credit indulgence or credit risk of any 
sort, are the only terms possible with foreign customers who 
are unknown or about whom thoroughly satisfactory informa- 
tion of an up-to-date character cannot immediately be secured. 
Such terms also are common among exporters of all nationali- 
ties in the case of almost all first transactions with foreign 
customers, and may reasonably be exacted pending oppor- 
tunity to make suitable inquiries and the development of 
mutually satisfactory business relations. It cannot be too 
strongly emphasized that no credit of any sort must ever 
be extended in export trading unless the customer is known 
from thoroughly reliable authorities to be deserving of 
credit. 

There has been a good deal of misunderstanding as to the 
terms of sale offered by exporters in the United States, Eng- 
land, and Germany. The principle governing them is the 
same in these three and in all other countries, namely, that 
the unknown foreign house is never offered terms of any 
description. The known and recognized house is granted 
such terms as may be possible or as seem suitable to the 
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exporter. German, British, and American exporters are 
alike in this. No German exporter was ever liberal in the 
extension of credits, excepting when the proposed customer 
was known to him. 

Diplomatic Demands for Cash Payment.—Granted that 
credit must never be extended to anybody about whom the 
creditor has not full and satisfactory information,the question 
often arises what to do with those foreign customers who send 
in orders involving credit terms when they have previously 
been totally unknown to the manufacturer from whom they 
order goods. Neither in their cases nor in the cases where offers 
are made to foreign prospects who have written inquiring for 
prices, about whom nothing whatever is known, is it necessary 
to make the crude, bald terms of ‘‘cash with order,’”’ which are 
too often made by the unthinking or indifferent. A few lines 
in a letter devoted to sugar coating the pill will do no harm 
and may encourage the beginning of business, which otherwise 
would be antagonized. It is entirely possible to point out to 
a foreign correspondent that it so happens that the manufac- 
turer has no information in his files about his proposed customer 
and that, obviously, credit terms are, therefore, impossible for 
the present; but that the manufacturer will make it his busi- 
ness to inquire about the prospect and, no doubt, information 
will be entirely satisfactory when it is received, but that a good 
deal of time must necessarily elapse before that information can 
be received, and, meanwhile, the prospect will certainly 
acknowledge that it is entirely reasonable to ask that he remit 
at once the full value for the amount of the order which he has 
placed, or wishes to place, including not only the value of the 
merchandise as he orders it but the necessarily prepaid charges 
for ocean freights and marine insurance, all of which will 
probably amount to such and such a stated sum. A little 
diplomacy in thus politely calling the customer’s attention to a 
perfectly reasonable law of business can hardly fail to be taken 
in the right spirit. 

Cash Payments a Burden on Foreign Importers.—The rule 
to be noted is that cash should always be required from foreign 
customers proffering orders, who are not known from reliable 
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information to be absolutely above reproach and deserving of 
the risk involved in doing business with them on any other 
basis. In any normal times, it is not at all difficult for an 
importer to make such retnittance in order to pay for merchan- 
dise that he orders, before it is shipped to him. Since the 
importer’s first orders are almost always sure to be small and 
intended as experiments, or as determining a basis for larger 
future expansion of business, it is not always a great hard- 
ship on the importer to make such remittances in advance. 
None the less»it must be recognized by the exporter that so 
doing involves his foreign customers in considerable expense 
and annoyance. There is the loss of interest on the money 
involved from the time arrangements are made with a local 
bank to forward the money to the exporter until the goods 
ultimately arrive. There are banking or other commissions, 
very likely loss in exchange, and there is always a certain feel- 
ing of irritation on the part of the foreign customer in being 
forced to make payments in advance, and often enough his 
impression that the demand for them is a reflection on his 
commercial standing. On all of these accounts requests for 
remittance of funds in advance of shipment of goods should 
be made in considerate and diplomatic language. 

Another thing which the export executive should now as 
always consider is the actual risk incurred by the foreign 
importer in ordering unknown goods from an unkown manu- 
facturer, or in paying for any goods in advance of their receipt. 
These are speculations pure and simple in which every importer 
of foreign goods has to indulge. Whatever can be done by 
the export executive to relieve the fears of his actual, or pros- 
pective customers, to reassure them both as to the merchandise 
itself and as to the standing and reputation of the manufacturer 
with whom the foreign importer plans to do business, will be 
greatly to the export executive’s advantage. It is always a 
good plan for the export executive to post his prospective cus- 
tomers in other countries as to the standing of the executive’s 
own concern. It is possible, as previously mentioned, for him 
to have information about his house filed with bankers in the 
prospective customer’s own city. This is peculiarly advan- 
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tageous when the prospects are asked to pay cash in the 
United States either with order or before the goods are shipped 
out of this country, because it happens several times a year 
that complaints are received from foreign customers that 
money has been sent to some American manufacturers who 
have failed before the goods have been shipped to the foreign 
customer, and the money paid in advance remains in the hands 
of the receiver for such a firm to be recovered by the foreigner, 
if at all, only with certain reductions and after long months of 
delay. 

Ways In Which Cash May Be Paid.—Actual cash may be 
remitted by the foreign importer in the form of an international 
post-office money order, or several of them if large amounts are 
involved, or usually may be more economically made by means 
of drafts issued by the importer’s local bank payable in the 
exporter’s country. In either case the importer is usually 
involved in the necessity of paying cash to his post office 
or his banker, and interest on his money is involved in either 
instance, while there may be losses also in the rates of exchange 
at which his own currency is converted into United States 
dollars. Sometimes a foreign importer may have sums of 
money owing to him in the exporter’s own country, either on 
merchandise account for goods which he has shipped to the 
United States, or balances remaining in American banks, or 
with some export house, or with other manufacturers and, in 
such cases, the importer may remit with his order a draft 
against such moneys in favor of the new exporter. 

Again, the foreign importer, in order to avoid direct pay- 
ment of cash to a manufacturer from whom he orders goods, 
may instruct that manufacturer to ship the order to some 
export commission house in New York or other American 
city, who will pay the manufacturer’s invoice and take care 
of the shipping and financing. In the latter case, the manu- 
facturer must not be satisfied merely with the letter or order 
he receives from the foreign importer. It must be confirmed 
by the American export house in question, who will give suit- 
able instructions. If such confirmation is not received by 
the manufacturer, he should inquire of the export house about 
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the matter and then, when the foreigner’s order is confirmed 
by such a house, there is the question of the credit standing of 
the American export house, which is to be determined exactly 
as is the credit of any other American business concern. 

In most cases, however, probably always when large sums 
of money are involved, advance payment will be made through 
credits opened with bankers in the exporter’s country. The 
importer abroad arranges for the opening of such credits in 
favor of the exporter from whom he purchases goods; these 
arrangementsbeing made through his own local banker and on 
such terms as he may be able to secure from that banker. He 
may actually have to put up cash with his banker in full or to 
a certain extent, or his credit standing with his banker may be 
sufficient for him to negotiate the foreign credit required as a 
loan. In any case, the importer’s local banker establishes 
with his banking correspondent in the exporter’s country, say 
in New York or in London, a letter of credit which authorizes 
that banking correspondent to pay out a certain sum of money 
under certain stated and very definite terms and circumstances. 

Commercial Letters of Credit.—Bankers’ letters of credit 
may be of several different kinds, and developments brought 
about by the World War make necessary a careful scrutiny 
of the kind of credit established in favor of the exporter. A 
commercial letter of credit is in essence an authorization given 
by a banker to a shipper setting forth the terms under which 
the banker will be willing to pay out money to the shipper or 
negotiate his drafts upon his foreign customer. Properly 
speaking, a mere advice from the banker that he is prepared to 
negotiate a shipper’s draft on a specified foreign customer is 
not a letter of credit at all; and, prior to the World War, this 
method of procedure was practically unknown in banking 
practice, except only in transactions with the Far East in 
which the principle had long been adopted and had come to 
have almost the force of an actual letter of credit, since such 
authorities to draw were never issued by bankers unless they 
had previously satisfied themselves to a reasonable extent 
that the drawees would undoubtedly honor the draft so 
drawn. 
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The World War and the ensuing complications in inter- 
national finance called into existence a form of letter of credit 
never before known and one involving a distinction which 
bankers had never before recognized. There came into exis- 
tence what is called an “‘irrevocable credit.” Prior to the © 
war, it was the custom of bankers, when so instructed, to 
“confirm” credits established in favor of shippers; that 1s, 
advise them that such and such a credit had been opened in 
their favor and,that stated amounts of money ‘would be paid 
under certain stipulated conditions. The old-fashioned 
bankers always held themselves to be absolutely bound when 
they had issued such a confirmation. During the war, how- 
ever, So many credits established in favor of shippers, especially 
American shippers, were peremptorily cancelled by foreign 
merchants and even by foreign governments, and there were 
such extended, extraordinary, and exceptional delays in 
shipments necessitated by the scarcity of ocean vessels and by 
the tremendous demand on manufacturing facilities which 
delayed production—all of which to some extent, at least, 
excused the cancellation of credits, even after they had been 
confirmed—that the new practice grew up of shippers’ 
demanding that buyers establish and bankers recognize an 
irrevocable credit which was not susceptible to cancellation 
under any circumstances, and which bound bankers issuing such 
credits to satisfy the demands of shippers for payment when 
the latter complied exactly and literally with the conditions 
attached to these credits. These conditions might, for 
example, specify not only the limit of value for which the 
banker would hold himself responsible, but the limit of time 
within which a shipment must be dispatched, and always 
required delivery of an ocean bill of lading properly indorsed 
and suitable policies of marine insurance and war risks. An 
irrevocable letter of credit issued by a banker is usually 
regarded as practically equivalent to a guarantee of payment, 
always provided that the banker himself is responsible. One 
form of an irrevocable letter of credit is shown in Fig. 19. 
The provisions therein mentioned as appearing on the back of 
this form are as follows: 
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Provisions ON Back oF LETTER OF CREDIT AS 
SHOWN IN Fic. 19 


(1) Railroad export and forwarders’ bills of lading will not be accepted, 

(2) Ocean bills of lading permitting transshipment will be accepted. 

(1) Bills of lading shall contain no words qualifying the acceptance 
of shipments in apparent good order and condition. 

(2) “Received for shipment” or “‘alongside’”’ bills of lading will be 
accepted and the date thereof taken to be the date of shipment, 
and in this case insurance shall cover the shipment from such date 
of shipment and on whatever vessels carried. 

(8) When ‘on board” shipment is required and such shipment is 
represented by an ‘‘on board”’ bill of lading, the bill of lading date 
will be taken as the date when such shipment was effected; if 
evidenced by “‘on board” endorsement, the endorsement date will 
be so taken. 

(4) Any extension of the date of shipment shall extend for an equal 
length of time the date for presentation or negotiation, and vice 
versa. 

The term “insurance’’ shall be construed as including underwriters’ 

certificate of insurance. 

A shipment for any part of the specified property may be drawn against 

if the pro rata value can be verified. 

If shipment in instalments within stated periods is specified, and there 

is a failure to ship in any designated period, shipments of subsequent 

instalments, made in their respective designated periods, may be drawn 
against. 

When the indicated expiration date for presentation or negotiation 

falls upon a Sunday or legal holiday, the expiration is extended to the 

next succeeding business day. 

Presentation must be made during the usual banking hours. 

The terms ‘prompt shipments,’ “shipment as soon as possible,” 

“immediate shipment”’ or words of similar import shall be interpreted 

as requiring shipment to be effected within thirty days; and if no date 

for presentation or negotiation is stated, such presentation or negotia- 
tion must be made within thirty days from the date of the Credit or 
advice. 

Documents representing more than the specified quantity of property 

may be accepted in the discretion of the paying or negotiating bank 

without thereby binding the buyer to accept or pay for such excesses 
but payment shall be limited to the sum named in the credit or advice. 

The terms ‘‘approximately,” “about,” or words of similar import, shall 

be construed to permit a variation of not exceeding ten per centum from 

the named sum or quantity. 

Drafts drawn without recourse will not be honored. 
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L Definitions of Export Quotations will be those adopted by the National 
Foreign Trade Council, Chamber of Commerce of the U.S. A., National 
Association of Manufacturers, American Manufacturers Export Associa- 
tion, Philadelphia Commercial Museum, American Exporters and 
Importers Association, Chamber of Commerce of the State of New 
York, New York Produce Exchange and the Merchants’ Association 
of New York at a conference held in India House, New York, on 
December 16, 1919. 

This form of making settlement ought to be acceptable to 
any importer abroad who has not previously established a 
mutually satisfactory basis for terms with the manufacturers 
or exporters from whom merchandise is purchased. It is 
often a good plan to point out in letters demanding a cash in 
advance payment, that the letter of credit is a pratection both 
to the shipper and to the foreign importer, since the banker who 
is authorized to issue such a letter of credit may be trusted not 
to pay out any money for the account of the foreign importer 
until actual proof of shipment for the merchandise is presented 
in the form of a properly drawn bill of lading and to pay out 
no money except under the terms stipulated by the foreign 
importer. On the other hand, the shipper is assured that 
funds are waiting for him in responsible hands and will be 
paid without question and without recourse when he complies 
exactly and literally in every detail with the conditions laid 
down in the letter of credit. 

Exporters must always examine with care notifications 
received from bankers of credits opened by their customers 
abroad, for sometimes such credits are revocable at the will of 
the bankers or the foreign customers. Acceptance of a 
revocable credit is the assumption of a certain amount of risk, 
since it amounts to little more than the probability that pay- 
ment will be made. The form of a revocable letter of credit 
is shown in Fig. 20. 

A revocable letter of credit issued by an American bank 
does not bind the bank to pay the exporter if the foreign 
customer or foreign bank of that customer happens to decide 
that the goods are not wanted or if the customer or the bank 
fails and letter of credit is therefore cancelled. Most such 
revocable credits arise through a misunderstanding, by 
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MENTION THIS CREDIT NUMBER AND DATE ON ALL DRAFTS AND COMMUNICATIONS 


Revocable Credit No. 


Messrs. 


Sean 
Gentlemen: 

Our correspondent, mentioned below, has authorized us 
as per their dated to pay you 


for account of 
against delivery of sight draft on 
together with 

Bill-of-Lading in full set 


Invoices in triplicate. 


All documents to be in form-satisfactory to us and to represent and cover the 
following merchandise: 


Shipped per 
SEE REVERSE HEREOF FOR ADDITIONAL CONDITIONS IF ANY. 


SEE EE ee 


Our correspondent states that this authorization to us expires on 
unless previously cancelled. 


ABOVE CREDIT OPENED BY 
Yours very truly, 


Assistant Cashier. 
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International Banking Corporation 
60 WALL STREET. NEW YORK 


SS Re ee ee ee 
Dear Sir:— 

We inform you that we have been authorized by the Manager 
of our Branch at to negotiate your bills on 
Sa ee 
to the extent of. 
for__..___ invoice cost of 
shipped from. to. 

The drafts are to be drawn in‘ duplicate at sight and must be 
accompanied by the following relative shipping documents:— 

All negotiable copies of Bills of Lading made out to ORDER OF SHIPPER and 

blank endorsed; freight and insurance to be prepaid and included in invoice. 
Invoices in duplicate. 
All negotiable copies of Marine Insurance Policies or Certificates made out to order 
and blank endorsed. 

The above documents must be duly hypothecated to the Bank against payment 
of the bills. 

Please note that this advice is NOT to be considered as being a “BANK CREDIT” 
and does not relieve you from the ordinary liability attaching to the “DRAWER” 
of a Bill of Exchange. : 

‘All Drafts under this Authority to Purchase to be marked: ‘DRAWN UNDER 


ee aN Re 

Kindly hand in this letter with your drafts in order that the amount of same 
may be endorsed on the back hereof. 

This Authority expires on______———_, but is subject to cancellation by 
our giving you notice to such effect. Yours very truly, 


Vice President. 
Aast. Cashier. 


Pro, Accountant. 


Fic. 21 
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foreigners, of our American practices—they think they are 
opening the usual credit—and a cablegram to the customer 
asking him to have his local bankers revise the terms of the 
credit to make it irrevocable will often bring such instructions 
to the exporter’s greater satisfaction. 

Letter of Authority—vThe bankers’ commercial letters of 
credit that have just been described are not to be confounded 
with another form of bankers’ advice that becomes familiar 
to the export executive when he does business in Japan and 
China. This is called a “‘Letter of Authority” or ‘Bankers’ 
Authority of Pay.’’ The form, shown in Fig. 21, is similar in 
general effect to the revocable letter of credit. It is merely 
the expression of willingness on the part of the bank to purchase 
the exporters’ drafts in accordance with the conditions named. 
The bank does not buy the drafts without recourse. This 
form, colloquially called “A.P.” (authority to pay), is used 
almost exclusively in the Far Eastern trade, and in that trade. © 
bankers might not be willing to purchase the exporter’s drafts 
unless they had previously been advised by their branches or 
correspondents in the Far East to do so. Such advices are 
given on the basis of the good name and reputation of the 
consignee there, or on securities deposited by him. This 
document is in no sense of the word a letter of credit. It 
means no more than that the bank correspondent, in the Far 
East, of the American bank believes that the customer is 
deserving of credit and will probably meet bills drawn against 
him. There is no guaranty of any sort involved in such a 
‘Yetter of authority,” to which further reference will be made 
in Chapter XXIX. 

Partial Payments in Advance.—A demand for partial pay- 
ment in advance, balance to be liquidated through some form 
of credit extension, is sometimes adopted as a compromise 
measure, apparently designed to lighten the importer’s burden 
through the requirement of a smaller investment long in 
advance of his receipt of the merchandise, or partly to assuage 
his ruffled sensibilities over any requirement for cash payments. 
Such partial advance payments are usually demanded in such 
proportion of the whole amount involved as will, it is cal- 
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culated, guarantee the importer’s good faith in paying the 
balance, or in case of his default, be sufficient to cover costs 
of returning the merchandise to the original shipper. Clearly 
such a compromise in tetms is a question of policy that each 
shipper must determine for himself. However, when goods of 
peculiar nature or with special or unusual characteristics have 
to be manufactured for a customer’s individual requirements, 
goods which would be practically unsalable to any one else if 
refused for any reason by the customer for whom made, then 
always some kind of cash in advance payment is everywhere 
required, even from the largest and richest customers, and by 
manufacturers of all nations, of the United States, the United 
Kingdom, and Germany, alike. Large mining companies, for 
example, in ordering special equipment are very frequently 
asked by manufacturers of all countries to deposit a portion of 
the amount involved, say, for example, 25 per cent. when the 
’ contract is closed, and another portion, possibly another 25 
per cent. or more, when shipment of the material is made, 
no matter what terms may be granted for the balance of the 
indebtedness. 

Foreign Bank Guaranties.—Another form of credit which 
has been discussed, and which in some cases has been utilized, 
involves the deposit by the foreign buyer in his local bank of a 
given amount of funds of his own currency, ora certain amount 
of his own government bonds, against which his creditor abroad 
can draw, or on which he can in some other way realize at 
some date in the future. This measure has been advocated 
as one of the desirable ways of overcoming adverse rates of 
exchange, since the trust funds thus placed in bankers’ control, 
subject to the disposition of creditors at some future date, 
may be expected at the future date to approximate more nearly 
the par value of the debt involved, as the exchanges revert toa 
more or less normal rate. Obviously, there is here to be 
considered first the responsibility and stability of the bank in 
which the deposit is lodged, and secondly, the stability of the 
government of the country itself, and the real value of its 
currency and its obligations. Moneys collected in foreign 
countries under terms like the foregoing have been held by 
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exportérs on deposit in foreign banks for as much as two years 
or more awaiting favorable terms of exchange to bring them 
back to the United States. There is clearly a considerable 
risk of loss in exchange to be assumed by the exporter in such 
cases, to be added to the loss of interest on his money. Some 
foreign bankers have paid interest on such deposits but usually 
at very lowrates. While favors of this sort naturally encourage 
the development of business, which otherwise might not be 
possible, still the export executive must calculate his probable 
expense and possible loss and compare them with the profits 
on the goods sold and the effects of such transactions on future 
trade development. 

Insurance of Foreign Credits.—Since the risks involved in 
doing business with customers of another race, possibly many 
thousands of miles distant, appear almost terrifying to many 
who have not had great experience in the export business, 
several projects have lately been proposed looking to the insur- ” 
ance of foreign credits. It must be frankly acknowledged that 
these projects have only limited appeal to any but the timid 
amateur or beginner in export business. In almost any 
shrewdly and competently conducted export business, devel- 
oped through experience and in a cautious and conservative 
way, losses in foreign trading are insignificant in normal times. 
It may be said that the same thing is true in a similarly con- 
ducted domestic business, yet credit insurance companies 
flourish in the domestic field. It may be entirely possible that 
in the course of years similar enterprises may also fulfill a use- 
ful office in foreign trade. For the present they seem to be of 
interest chiefly to the inexperienced exporter who is afraid to 
risk anything in a long-distance, overseas business, who wants 
to get his pay without recourse, but whose customers are only 
willing to do business with him on terms which, it seems to 
him, involve some risk. 

As at present practised, foreign credit insurance projects 
are only designed to insure against losses from bankruptcy 
of the debtor. This cause of loss is the least frequent of any, 
not amounting to more than a small fraction of the losses which 
may be incurred through the refusal of export customers to 


442 THE EXPORT EXECUTIVE 


accept or to pay drafts, or to accept shipments. Losses in 
export trade on account of bankruptcy are negligible when any 
adequate prior investigation has been made of the standing 
and reputation of the foreign debtor. 

Again, present proposals for foreign credit insurance limit 
the risk in any one case to a ridiculously small amount. Thus 
one American company proposed in the case of a multi-million- 
aire concern in Buenos Aires to limit single credit risks to the 
amount of $5,000 only, when any exporter who does business 
with this particular house is entirely willing to credit it with- 
out question up to at least ten or twenty tirhes the limit pro- 
posed. Indeed the determination as to the amount of credit 
to which a firm may be entitled must always be one largely of 
personal judgment and disposition. This is illustrated in the 
fashion in which a certain information agency in Australia gives 
its reports. It recommends merchants for a credit of a stated 
amount on the basis of a similar credit’s being extended at the 
same time by ten or by twenty different suppliers. An 
important British information office makes three classes of 
credits, recommending a business house as deserving credit of, 
say, £20,000 in the case of the most liberally disposed creditor, 
and £10,000 in the case of a more conservative creditor, and 
only £5,000 if the creditor is extremely conservative and 
cautious. 


CHAPTER XXVIII 
EXTENDING CREDIT TO FOREIGN CUSTOMERS 


Conditions Influencing Granting of Foreign Credits.—Credit 
in some form and to some extent is always involved in all sorts 
of transactions for which cash is not paid on or before shipment 
of goods out of this country. Credit risks in international 
trade differ materially and in several respects from domestic 
risks. In the first place, there is the element of distance. 
Foreign debtors are, more often than not, located many thou- 
sands of miles away. Correspondence is comparatively infre- 
quent and entails long delays, and may involve misunder- 
standings not so easily resolved as they may be with domestic 
customers. There is, too, the consequent difficulty in con- 
trolling credit risks and, perhaps most important of all, there 
must always be considered the difference in blood and environ- 
ment among the many peoples of the world, their differing 
points of view, and their varied ideas as to what constitutes 
commercial morality. Practices that may be considered 
' perfectly justifiable in a business house of the highest character 
in one country may be utterly reprobated by the whole busi- 
ness community in another country. Morality is often said 
to be only comparative; it certainly is so as between business 
men of different nations, even between sections of the same 
country. A hundred and fifty years ago, or thereabouts, the 
most reputable and famous merchants both in England and in 
the United States considered smuggling as honest as it was 
customary. 

Furthermore, in every country under the sun, our own not 
excepted, there exist rascals and swindlers who are eagerly 
seeking chances to get the better of somebody else. Side by 
side with them there exist, of course, in every country perfectly 
reputable merchants of the highest standing and reputation. 
No chances must be offered to the swindlers. Indulgences may 
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be granted to the reputable merchant, when it has been posi- 
tively determined that he is reputable. The point here empha- 
sized is that unintelligent risks must never be assumed under 
any mistaken theory that every business house in a foreign 
country is a large and responsible one, or that the intervention 
of distance, time, and differences in viewpoint are not factors 
of great weight in dealing with merchants in other lands. 
International trading, so far as conditions of credit are concerned, 
like most other. conditions under which the world’s trade is 
carried on, is governed by well and long-established usages which 
must not lightly be disregarded, or losses are quite certain to 
follow. 

Who May Best Determine Foreign Credits.—Most of the 
large business houses in the United States have a credit man- 
ager. In many houses his duties are extended to passing on 
foreign credits also, because complete confidence is reposed in 
him by the heads of his company and he is supposed to be a 
specialist in judging of credits. When this is the case, there is 
more often than not many a conflict of judgment between the 
export executive and the domestic credit manager. The ideal 
solution is to have a special export credit manager concerned 
with nothing else than passing on credits of foreign customers. 
This is done by a great many large exporters. In other 
cases, the export executive himself is entrusted with the mak- 
ing of his credits. This is reasonable and logical, when the 
export executive has had broad enough and comprehensive 
enough experience in export trading and with customers in 
all parts of the world, and when he has, in addition to a keen 
intelligence, a native credit sense. Some export executives of 
very large enterprises by preference decline to assume the 
responsibility of extending credits and prefer to fight it out 
with the regular domestic credit manager whenever their 
opinions conflict. Whoever attempts to pass on foreign 
credits ought to be persuaded to make a study of international 
trade and usages, terms, and customs. It will be found of 
considerable help if a domestic credit manager can be persuaded 
to make a trip, to Cuba or to Mexico, for instance, and, while 
there on the ground, give a little thought and study to his 
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favorite hobby, that of credits, as regarded in other countries 
than our own. 

In any case, the export executive himself may be supposed 
to understand credits as well as foreign trading conditions. 
The domestic credit manager is likely to place emphasis on 
capital investment and outstanding indebtedness, to stress 
the importance of balance sheets, to demand ledger accounts 
and, meanwhile, forget that among merchants in foreign coun- 
tries, who import goods not only from the United States but 
from other countries also, who carry on an overseas business, 
reputations built up through long years of fair and honest 
dealings count for a great deal more; that experience in 
importing goods, on which he may perhaps be dependent, 
may usually be counted on to restrain the conservative foreign 
merchant, jealous of his reputation, from trading beyond his 
financial ability. 

Credits as a Sales Adjunct.— Mention hasalready been made 
of the possibility of utilizing the extension of credit, or even 
the refusal to grant credit, as a sales adjunct. Any business 
of importance is obliged to assume certain risks in its develop- 
ment to large figures. A business that insists upon transactions 
that are absolutely safe and secured in every respect is bound 
to be a small one. This is just as true of foreign business as 
it is of domestic business. The ability of the man, whether 
he be the export executive or a special credit manager, who 
extends credit to customers in other countries of the world, 
depends upon his willingness to assume responsibility to a 
reasonable extent in extending such credits as will enlarge the 
business of his concern without unreasonable risk. The 
terms on which credits are extended or refused and the fashion 
adopted are bound to have a very emphatic influence on the 
disposition of the customer to patronize and to use more largely 
the products of the manufacturer in question. A number of 
years ago, when the acute commercial crisis occurred in all 
countries of the world, a prominent and an expert exporting 
manufacturer wired all of his customers in Cuba, where the 
crisis was acute, not to worry about their accounts, to pay 
him when it became possible and convenient and, meanwhile, 
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orders for new goods would be filled as they were needed. 
This manufacturer, through his credit manager and his export 
executive, argued wisely as to the psychology of his Cuban 
customers of whose character he was well assured through 
years of previous dealings, with the ultimate results that his 
total losses in Cuba amounted to only about $160, while other 
houses lost thousands and scores of thousands of dollars. 
Obviously, this is not to be taken as a model or a precedent for 
all proceedings ,in all similar crises. The manufacturer in 
question was thoroughly well informed regarding all of his 
Cuban customers, with most of them through personal 
acquaintance. 

The Essential Basis for Extension of Credit.— International 
trade is and must be essentially based on the mutual confidence 
of the parties involved in transactions. The stability of that 
trade has always chiefly reposed on good faith. The large 
and important business of the world has accrued to those 
manufacturers and exporters who have become famous for 
their integrity and scrupulous fulfilment of obligations. Simi- 
larly, the big and important merchants in foreign countries 
have built up their international standing on the same basis. 
This principle is not in the least invalidated by the extraor- 
dinary and most unfortunate developments in the latter 
part of the year 1920 when there was a general and world-wide 
unsettling of conditions neyer before known, which it may with 
confidence be anticipated will never occur again. British 
merchants believed themselves justified in bitter complaints 
of the totally unwarranted cancellations of orders by American 
importers. In their turn, American exporters complained 
with equal bitterness of the unprecedented repudiation of 
contracts by some of the oldest and most respected East 
Indian merchants of London. Both British and American 
exporters cursed long and loudly the dishonest practices which 
developed among Brazilian and Argentine importers in the 
cancellation of firm orders, the refusal to accept goods already 
shipped, the repudiation of drafts and written acceptances. 

These unconscionable practices, this temporary relapse of 
the whole merchant world into primitive business immorality, 
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was dte to an extraordinary and unprecedented cause, the 
supervening reaction after the World War; the result was a 
period of inflation and wild speculation, of unsound and 
unjustified estimates as to the consuming abiltties of markets, 
with consequently grossly inflated orders for merchandise, 
the collapse of the speculative markets due partly to curtail- 
ment of consumption but more largely to wise efforts toward 
deflation, with bankers’ consequent restrictions of credits. 
All of these influences ¢reated a situation not only difficult for 
the merchant, but in many cases menacing him with absolute 
bankruptcy if he were to attempt to carry out in good faith, as 
he would in normal times and without question, the obligations 
into which he had entered and which he undoubtedly continued 
to recognize as binding upon him. The consequences among 
merchants of all lands were unfortunate, not so much for the 
tremendous losses of money that ensued, as for the unsettling 
of confidence, the loss of faith. This, however, isto be regarded 
as merely a temporary and transitory condition, an evanescent 
state of mind. When any man’s back is against the wall, 
when it is not a question of one individual only but of a whole 
commercial community, and the individual is threatened with 
sudden extermination whether of life or of property, he may 
have recourse to expedients to save himself which in any 
normal times he would repudiate with scorn. We saw iden- 
tically the same conditions in our own country. In the future, 
as in the past, business morality will form the corner stone of 
international commerce; confidence and good faith will be the 
characteristics invariably sought.and demanded by exporter 
and importer alike, one in the other, and scrupulously observed 
obligations will continue to characterize the large and success- 
ful international merchants. 

How to Investigate Foreign Credits.—There are several 
sources through which investigations of the standing of foreign 
customers may be made, but no such detailed reports are to be 
expected as those with which credit managers are familiar in 
the United States. The value of the debtor’s furniture and 
fixtures is not regarded as a matter of prime importance in 
other countries of the world, and rarely, if ever, is it possible 
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to secure from debtors in other countries ledger statements, . 
or personal statements, of assets and liabilities. Still more 
rarely is it desirable to askfor anything of the sort. Merchants 
in other countries of the world are not accustomed to demands 
of this sort and resent them. If an American house has very 
large amounts of money at stake in carrying on continuously 
a large volume of business with a given customer about whom 
he feels he must be sure, he may, if he personally visits that 
customer, in the course of diplomatic arrangements with him 
obtain free facilities for personally going over the debtor’s 
books, but he cannot ask the debtor to supply a personal state- 
ment, least of all put the demand for such a statement in a 
letter. 

Large manufacturers or merchants transacting a business 
of perhaps several million dollars a year in a given territory, 
may maintain in that territory a specially competent man for 
the purpose of watching the credits and the varying fortunes 
of customers, who may each be owing as much as $250,000 
at a time; but the ordinary exporter is quite content with 
information he is able to secure, even limited as it is, which 
meets the ideas of other peoples of the world. The English 
and Germans, for example, when they learn that a customer 
in some other country has been established for a resonable 
length of time, is well and firmly fixed in his trade, which is 
being carried on in a regular and satisfactory fashion, that he 
is believed to have sufficient capital for his requirements, that 
his commercial reputation is excellent, that he is not known to 
dispute or raise unreasonable objections, and that he has 
never protested any draft drawn upon him, are satisfied with 
such information and entirely willing to extend credit. More 
detailed information is, however, sometimes possible to the 
American exporter. 

Foreign Credit Reporting Agencies.—The indispensable 
prerequisite to any extension of credit is knowledge of the 
commercial record and character of the proposed debtor and, 
to such an extent as may be possible, of his financial abilities. 
The collecting of detailed and elaborate reports relating to 
the financial abilities of business houses has been developed 
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in the United States into a science, and there are probably 
no status reports in any other country of the world which are 
so elaborate and so fully informing as those of some large 
American commercial reporting agencies. There are agencies 
of similar character in most other countries of the world, 
and one American agency has branches in many countries, 
but it is not found possible by any authorities in foreign 
markets to secure and to publish, even privately for the benefit 
of subscribers, the detailed, personal and private information 
which characterizes reports on firms of the United States. 
Similarly searching questions into intimate, private affairs 
are resented in other business communities as they originally 
were in the United States, until, with the development of the 
reporting agency business, merchants, manufacturers, shop- 
keepers, etc., in this country, were gradually educated up 
to the point of recognizing the desirability, to debtor as well as 
creditor, of supplying complete and detailed information as 
required by the most careful credit manager. No such elab- 
orate reports as the American are therefore to be expected 
from other countries, but entirely satisfactory reports can 
be secured, especially if several different sources are consulted 
and the results from all compared and analyzed. 

Information From American Banks.—The exporter may 
always refer to banks in the United States which have foreign 
connections. Most of the large banks in New York have quite 
large credit files relating to thousands of importers in various 
countries of the world who are buyers of American goods. 
Sometimes these files are not as thoroughly up to date as 
might be wished, but any exporter can apply to such banks 
seeking information about a foreign house in which he is 
interested. It is well to apply to several different banks in 
quest of such information, for one may have a report a 
little different from another, or one may have a report when 
another has no report. It is not necessary for the exporter to 
be a depositor or a client of the bank from which he seeks 
information, because most of the banks will courteously place 
their facilities at the disposal of a reputable manufacturer or 
exporter without charge in the hope of gaining some business 
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from the exporter. They may approach the latter with a 
suggestion that he become a depositor or, in any event, they 
naturally and logically anticipate that the exporter will favor 
the bank which advises him, by giving it his foreign collections, 
or some of them. 

Inquiries of New York banks may go even further. Ifa 
bank of whom inquiry is made has no information or if its 
information is of old dates, then it may often be persuaded to 
cable to its banking correspondents in the home city of the 
foreign customer, asking for a reply by cable as to the status 
of the customer in question. Up-do-date information may thus 
be secured in the course of a day or two. The manufacturer 
who makes the inquiry is, of course, expected to pay the 
expenses of cables in both directions. 

Other Sources of Credit Information.—In addition to the 
facilities just referred to, namely, resort to banks in the 
United States for information about foreign concerns, inquiries 
of this sort may, if desired, be made directly of local bankers 
abroad. The export executive can learn of what local banks 
there are in the cities where his customers are located, from 
reference to a good world’s trade directory, or a banking direc- 
tory, or by making various other inquiries. 

In many countries the local bankers are the chief and often 
most reliable sources of information. This is especially true 
in countries that import a large part of their supplies from 
overseas sources. An importer in such a market is and must 
be very jealous of his banking reputation, and all banks in 
his city through which foreign drafts are received know pretty 
well how the importer meets such obligations. But there 
is this reservation to be made as to the reliability of some bank 
reports: a debtor’s own banker may be disposed to protect 
himself in case trouble seems to be impending, and therefore 
may give a not altogether unbiased report; further, one bank 
may have no personal experience and may rely on hearsay or 
general information collected from none too reliable local 
sources ; and again, certain banks in some countries, established 
by one special class in the community, supported by that class 
for its own benefit, will always be found to give much more 
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favorable reports on merchants belonging to that class than 
will other bankers. This is especially characteristic of some 
banks in the Near East and the Middle East. 

Consuls of the exporter’s country located in foreign markets 
are often appealed to for information regarding the standing of 
merchants in their several localities. American consuls are 
prohibited from giving information of this sort and it is not 
customary for British consuls to do so; in any event, a consul 
is not to be relied upon as an expert judge of credits. Consuls 
of Germany used to make the giving of status information a 
special feature of their work, but that practice is open to many 
objections. On the other hand, the Bureau of Foreign and 
Domestic Commerce, while not giving financial or any status 
reports on foreign concerns, may have in its files records of the 
size and importance in trade of foreign houses, their local 
bankers, and names of American houses with which the 
foreign house does business. 

In Chapter XIII, in considering the uses to which foreign 
commission agents or manufacturers’ representatives may be 
put, mention was made of the ways in which they may be able 
to secure information regarding the credit standing and 
reputation of their customers. There is also the possibility 
and highly important necessity of investigating commercial 
references which a prospective customer may and should be 
expected to supply; and general trade inquiries may be made 
among other exporters who may be thought likely to have had 
business relations with the prospective customer. Several 
trade and credit men’s associations have developed an 
interchange of experiences and opinions among their 
members. 

From all of the sources mentioned information may be 
sought, and the different reports combined, consolidated and 
harmonized, or contrasted, with a resulting fair idea of the 
credit risk involved. It should here be noted that the costs 
of making investigations as to foreign creditors are by no means 
excessive. Foreign status reporting agencies usually make a 
very moderate charge for each report, and a very low charge if a 
subscription is taken covering twenty-five, fifty, or one hundred 
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reports. Foreign banks often charge nothing at all, or if 
anything, only a small fee. 

What Information to Seek.—In considering credit risks in 
the export business, it is the moral responsibility of the debtor 
that should be chiefly investigated—his reputation for promptly 
taking care of drafts drawn against him by overseas creditors, 
whether he has a name for fair dealing, or on the other hand, 
whether he is known to be a chronic complainer, chicaneur 
is the widely used French term, given constantly to making 
claims for allowances or discounts; whether a firm is an old 
house or one newly established, and if the latter, what are the 
records of the members of the firm. So far as the finances 
of the debtor are concerned, intimate details are not always 
necessary. The one great question is whether capital, or 
resources of any description, are now and have for some time 
been apparently sufficient for the requirements of the business. 
If these questions are answered satisfactorily and leave no 
room for doubt, then business on ordinary export terms 
may safely be undertaken. Sometimes it is a great help if, 
in making inquiries about a prospective customer, the creditor 
will specifically inquire as to whether the customer is considered 
deserving of a stated credit, naming the amount and the 
terms proposed. Many bankers will return a definite ‘“‘yes”’ 
or “no” to such an inquiry, and some status information 
agencies will also pay special attention to the question thus 
raised. 

Kinds of Foreign Credits.—In international business, 
credits extended are almost always on the basis of drafts 
drawn against the foreign customers; this subject will be 
treated shortly in the consideration of ways of Financing 
export trade. Here it is to be noted that drafts drawn payable 
“at sight,’’ when accompanied by shipping documents deliver- 
able to a foreign consignee immediately on payment of the 
accompanying drafts, are not usually regarded as involving 
the extension of credit. None the less, there is risk attached 
even to such terms, for there is no assurance at all that the 
drawees will pay their drafts or accept the goods, in which 
case they may have to be brought back to the United States, 
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a proceéding that always involves considerable expense even 
when the goods are easily salable once they are returned to this 
country. Care has to be exercised, therefore, in offering to 
ship goods on sight draft or accepting propositions to make 
such shipments; the foreign consignee must be known, other- 
wise the transactions may not turn out as agreeably and 
satisfactorily as might be hoped. Many cases have been 
known where goods have been ordered on such terms with the 
deliberate intention of refusing to accept the goods or to pay 
the drafts, in the expectation that the shippers would aban- 
don the goods or leave them in storage long enough so that they 
would be sold for charges, when they would be bought in by 
the original purchasers at much less than invoiced charges. 

However, although the great bulk of the world’s inter- 
national business is, undoubtedly, carried on under some sort of 
draft terms, credits of other descriptions are also sometimes 
extended. 

Usual Length of Foreign Credit Terms.— Long-term credits 
form one of the standard subjects for discussion at all meetings 
and conventions where the subject of export trade is brought 
upon the carpet. It has been the custom in the past to cite 
Germany as an example of how to secure foreign business by 
offering long-term credits. Yet, before the war, ordinary 
German credits were not much if any more liberal than similar 
credit terms extended by experienced British and American 
exporters. The great bulk of the world’s commerce is trans- 
acted on 2-, 3-, or 4-months’ terms. This does not mean 
that there are not many exceptions. Just as there is a large 
amount of international business carried on subject to cash 
terms, so there is also a large amount transacted on longer terms 
than those just named, while between firms who have known 
each other long and intimately, all sorts of indulgences may 
be granted. Export trade does not differ materially in these 
respects from domestic trade. In most industries, domestic 
terms of two and three months are quite usual, but in inter- 
national trade there is this essential difference, that the exporter 
or creditor is able in normal times to realize prompt cash for 
the full invoice value of his shipment, or at least, for 75 or 
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80 per cent. of the value, and lose no use of and no interest on 
his money, whereas the use of money is frequently lost in the 
extension of similar credit termsin domestictrade. How inter- 
national trade is thus financed will form the subject of Chapter 
XXX. Meanwhile, it is to be noted that ordinary com- 
mercial terms in international business are limited to 60 days, 
3 months or occasionally 4 months. 

Many persons seem to believe that long credit terms in 
export business mean terms of one or two years or more. 
These are the quite exceptional terms. New railway con- 
struction, or a large number of locomotives for an old railway, 
the equipment of a mine, the building of a steamship—enter- 
prises of this sort may involve extended credit terms, but they 
are unlike ordinary commercial transactions, and are usually 
financed‘on long-term notes, very often secured by bonds or 
mortgages. It is ona similar basis that bankers may propose 
long-term credits covering ordinary transactions; but it is to be 
noted that the usual practice in commerce does not involve the 
hypothecation of bonds and mortgages. Large importers of 
coal, grain, cotton, etc., are not accustomed to guarantee by the 
deposit of securities the payment of their obligations. Here- 
tofore, they have never been asked to do so. This is a bank- 
ing not a commercial practice, and a weak point in most of the 
financing which was proposed after the war by public and 
semipublic institutions, both in England and in the United 
States. 

Current Accounts in Foreign Trade.—Accounts current, 
open or ledger accounts, are not usual or desirable in export 
trading. There is something more involved than the distance 
and possible difference in character of the debtor. Carrying 
open accounts in the export business involves assuming the 
burden of large outstanding investments in merchandise for 
indeterminate periods; and there are few if any exporters of 
any class or description in the world who can carry on an exten- 
sive foreign in addition to domestic business based on the open- 
account principle. The distance of the debtor, the length of 
time occupied in the exchange of correspondence and in the 
shipping of merchandise, local financial conditions, the slowness 


FINANCING EXPORT BUSINESS 455 


of the importer’s own collections from his customers, and 
innumerable other considerations may incline a debtor to 
postpone payment of open-account obligations to whose 
liquidation at a definite time he is not bound in any but a 
moral way; and all these conditions combine to make indeter- 
minate the open or ledger account in export business. More- 
over, in addition to the loss of the use of the money involved 
in such transactions, there is also the quite serious loss of inter- 
est on open accounts, for which the foreign importer may be, 
but in practice comparatively seldom is, held responsible. 
Not a few business men, when beginning to do an export 
business, very often in the shipment of small quantities of 
merchandise by way of samples or as trial orders, think it 
beneath their dignity, or perhaps an absurd precaution, to 
demand cash payment in advance for the insignificant values 
involved, even when they know nothing at all about the foreign 
buyer, and assert that they are willing to assume the small 
risk. It is noticeable, however, that when, as often enough 
happens, they do not receive payment from the unknown 
foreign customers whom they have thus indulged, the exporters 
are equally as irritated as though the amounts involved were 
ten times as large, and are equally as anxious to collect them. 
The logic involved in making shipment on open account, even 
of insignificant values, to a foreign concern about whom 
nothing is known is certainly dubious; for, if the customer be a 
large and important and an experienced importer, he will be 
entirely prepared either to offer with his first order satisfactory 
references, or expect a request either for references or for a 
remittance of cash. If a customer be not of first importance, 
he certainly cannot commend himself as so desirable a future 
trade connection as to make any risk worth assuming. Even 
samples or trial orders, therefore, ought not in principle to be 
shipped on open account, which, if ever adopted at all, ought 
to be confined to old established customers and friends with 
whose business an intimate acquaintance has grown up 
through long experience, and as a measure to aid such old 
friends in the further development of business with the exporter. 
Never ought any open accounts to be carried unless the cus- 
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tomers are willing to pay interest on balances outstanding 
against them. 

In one way and in one only do ledger, or current accounts, 
usually result satisfactorily in foreign trading; that is, when the 
shipper has, in the market where such accounts are opened, a 
competent agent with full authority to supervise and control 
them. 

Reciprocal Import and Export Accounts.—Reciprocal rela- 
tions, may, however, exist between exporter and foreign im- 
porter which make necessary, or at least desirable, the carry- 
ing of book accounts. Export merchants and export com- 
mission houses are, rather more frequently than not, also 
importers of foreign merchandise. They ship domestic pro- 
ducts to foreign customers from whom they receive consign- 
ments of foreign merchandise. ~ In such cases debit and credit 
accounts may be carried, although it almost invariably 
happens that the exporter’s debits against his foreign corres- 
pondents exceed their credits on his books. In most instances 
the shipper’s exports as well as his imports from his foreign 
customers are each individually handled and financed as 
separate operations, usually by drafts either for the whole 
value involved or for 75 or 80 per cent. of such value, as will 
shortly be explained. If this is done, there may still remain on 
the books credit or, more often, debit balances, as may also be 
the case when consignments of merchandise are made in either 
direction, exported or imported, and account of the sales at 
some future date tobe rendered. Relations such as these 
are usually the outgrowth of considerable trading experience 
between the shipper and his foreign connection, and hence do 
not constitute a precedent to be considered as warranting or 
even excusing open book accounts in general export business. 


CHAPTER XXIX 
FOREIGN BILLS OF EXCHANGE 


Financing of International Commerce.— What we commonly 
refer to in the United States as a draft is more properly 
known in international commerce as a bill of exchange. Prob- 
ably 80 per cent. or 90 per cent. of the international trade of 
the world is in normal times financed by drafts or bills of 
exchange drawn against the foreign consignees of merchandise. 
These drafts may be drawn against such commercial letters 
of credit as those which have been described, opened in the 
United States in favor of shippers by their foreign customers, 
or they may be drawn, at the risk of the shipper, directly 
against the foreign consignees and sent abroad for collection. 
Unless drawn under confirmed, irrevocable letters of credit 
established with responsible bankers in this country, risk is 
always involved, as has already been pointed out, because 
there can be no certainty that the foreign consignee will pay 
the draft or receive the merchandise. Yet this method of financ- 
ing international trade, common in normal times, is practically 
the universal custom of all countries engaged in that trade 
and has been so for a hundred years or more. It is so firmly 
established and the principles and practices involved are so 
widely recognized that export business may thus be financed 
with very little uneasiness as to financial risk, when the 
drawees, that is, the foreign customers, have first been care- 
fully investigated and are positively known to enjoy a satis- 
factory reputation as to character and financial ability. In 
any normal times and with any intelligent appraisal of credit 
risks, no exporter should experience loss of more than one- 
quarter or one-half of one per cent. on his annual business in 
doing business on this basis. 

Bill of Exchange Defined.—The best definition of a bill of 
exchange, or that most generally quoted, is the one given in 
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the British Act of 1882: ‘‘An unconditional order in writing 
addressed by one person to another, signed by the person giv- 
ing, and requiring the person to whom it is addressed to pay on 
demand, or at a fixed or determinable future time, a sum 
certain in money to or to the order of a specific person or 
bearer.”’ 

We are not unfamiliar with drafts in our domestic trade, 
sometimes of serious importance, more often simply utilized in 
attempts to collect past-due accounts. Perhaps we shall 
become more familiar with the more serious kind with the 
possible growth in this country of the use of trade acceptances. 

In foreign trade there may be either clean drafts, or more 
commonly documentary drafts. The clean draft, that is, 
one not accompanied by any other papers, a mere demand to 
pay, may or may not have more influence in foreign than in 
domestic trade. In any case, it is not the most highly desir- 
able way of using these documents. 

Documentary Drafts.—The foreign bill of exchange, most 
commonly and most properly employed in international trade 
is the ‘“‘documentary draft,” that is, a demand for payment 
accompanied by a complete set of all documents necessary to 
cover or convey ownership of the goods for whose payment the 
draft is drawn. It is the shipper’s expectations that he or 
his responsible agents, usually bankers, will retain posses- _ 
sion of the merchandise involved in such a transaction 
until the demand for payment, in the form of a draft, has 
been met in accordance with the terms specified by the draft. 
Therefore, the shipper draws his ocean bills of lading to his 
own order. He similarly protects himself by suitable marine 
insurance payable to his own order. He provides the neces- 
sary copies of his commercial invoice and any consular invoices 
or certificates of analysis, weight, inspection, etc., by competent 
authorities, as may be required in certain transactions. He 
collects a “‘full set’’ of all such documents, including especially 
all of the negotiable copies of the ocean bill of lading, usually 
two or three in number. He draws his draft in duplicate or 
triplicate, and he indorses all negotiable documents, drafts, 
bills of lading, insurance certificates, either in blank, making 
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them payable or deliverable to any bearer thereof, or he indorses 
them specifically to the name of the parties to whom he 
wishes to convey his ownership and interest. 

The importance of drawing bills of lading and of making 
policies of marine insurance payable to the order of the shippers 
of the goods will be clearly recognized. If not necessary for 
the shipper’s security, it is necessary in his negotiations with 
bankers, that control or ownership of the goods themselves as 
security for the accompanying draft must remain with the 
shipper, or the person to whom the shipper surrenders his 
documents in the expectation of receiving payment for the 
accompanying draft. 

Indorsements on Drafts.—Indorsements are usually made in 
blank, because all papers and documents in connection with a 
transaction are almost always handed directly and in person 
to the shipper’s local banker, and the necessity of having a 
great many indorsements is therefore avoided, since the blank 
indorsement is safe enough in the hands of a responsible 
banker, just as would bea deposit of a similar value in currency. 
There is thus included with the demand for payment of money, 
proof of the shipment of goods to the value indicated, which 
are protected both by the terms of the ocean bill of lading and 
the policy of marine insurance, and on its face the transaction 
is one of legitimate commerce with proof of the obligation of 
the foreign importer, for whose account goods have been 
shipped and on whom demand for payment is made in the form 
of a draft. This is the old, established, and in normal times 
practically ‘universal method by which international trade, 
both import and export, is carried on. 

Drafts and their accompanying documents may be indorsed 
directly to another merchant or to a banker, but this is usually 
done only when the documents in question are posted to such 
a correspondent in a foreign country. More often shippers 
negotiate their drafts with some banker at the point of ship- 
ment, who makes a specialty of dealing in such foreign bills 
of exchange and, in this case, the indorsement is usually in 
blank. These bankers are accustomed to advance money 
against such foreign drafts accompanied by suitable documents, 
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and without such accommodations from bankers few manu- 
facturers or exporters in any country of the world would be 
able to carry on an extensive foreign business. The process of 
negotiating such drafts with bankers will be explained later. 
How Bankers Handle Drafts.—The procedure of bankers 
at the port of shipment in handling drafts will now be examined. 
The banker, receiving the document from the shippers, in his 
turn remits them by post to some foreign banking correspon- 
dent or connection of his, one copy of each document by one 
mail, another*copy of each by the next succeeding mail, in 
order to guard against the risk of loss of the documents through 
disasterofsomesort. Most bankers handling foreign exchange 
have correspondents in all principal commercial centers of the 
world with whom they are constantly in more or less intimate 
relations. These correspondents of the bankers are instructed 
what to do with the documents that are sent to them and the 
foreign banker thus instructed will, upon receipt of the docu- 
ments, present the drafts to the local consignee against whom 
they are drawn and when the latter satisfies the terms of the 
draft will turn over to him the accompanying documents, in 
other words, convey the ownership of the merchandise, or in a 
way, make delivery of the goods, at least, give what is equiva- 
lent to an order for delivery of the goods upon their arrival. 
Bankers in the shipper’s own city to whom drafts and ship- 
ping documents are first delivered, had always, prior to the 
World War, been held responsible for the acts and liabilities 
of their foreign banking correspondents whom they selected 
as their agents to handle such transactions. Buta year or two 
after the Armistice of 1918 violent fluctuations in rates of 
international exchange and, in some cases, the difficulty or 
even actual impossibility of remitting funds in payment 
of international obligations, brought it about that payments of 
drafts duly collected by foreign bankers were unreasonably 
delayed, while the commercial crisis which existed in almost 
every country caused the suspension or bankruptcy of many 
banks. The result was that it became a common practice 
among American bankers, particularly those of New York, to 
exempt themselves from responsibility for the acts of their 
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foreign banking agents. Under the laws of New York, as 
under those of England, a banker is held responsible for the 
acts of his agents unless he specifically exempts himself from 
it. It is understood that laws of some of the states of the 
United States and of some other countries, at least court 
opinions, take a contrary view of the transmitting banker’s 
responsibility, but in any case it developed to the annoyance, 
dissatisfaction, and sometimes serious loss to shippers, that 
the practice became general among bankers of specifically 
claiming the exemption referred to when they received foreign 
drafts from shippers. It is to be hoped that this practice will 
be abandoned as, indeed, it seems that it must be with the 
return to the world of stable financial conditions, easier money 
and credits, and consequent renewal of competition among 
bankers. To the layman it would seem logical that banks 
assume responsibility for their agents. 

Manner of Drawing Drafts.—Drafts or bills of exchange 
are written in various ways, always in duplicate, and very often 
in triplicate, to secure their safety in the mails. The draft 
illustrated in Fig. 22 is probably the simplest of all forms of 
foreign drafts. This is a dollar draft, as now most commonly 
used, but drafts in other currencies are sometimes employed, in 
which case some changes in phraseology are necessary. 

Drafts may be drawn to the order of a specific person or 
institution, but more frequently they are drawn to read ‘‘pay 
to the order of ourselves,’’ meaning to the order of the drawers 
of the drafts. For the purpose of giving greater flexibility 
in the handling of such documents, through the indorsement 
of such drafts by the drawers thereof, they are made payable 
either to bearer, by indorsement in blank, or to a specific 
person by indorsement specifically. 

The phraseology of the draft begins with the expression 
“At sight,” or very often ‘‘thirty (or sixty or ninety) days after 
sight of this first (or second) bill of exchange.” Sometimes, 
but less frequently, drafts may be drawn at a certain number 
of days after the date of the draft, instead of after sight. 
Sight means, of course, the date of presentation to the drawee. 
A sight draft is supposed to be presented and payment thereof 
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demanded the very day of its receipt by a banker in the foreign 
city where the draft is to be collected. So also should time 
drafts, that is, those drawn at 30 days or 90 days or 4 months 
or sometimes 6 months after sight, be presented immediately, 
although not payable until later; but practice of foreign bankers 
in this connection varies in different countries, especially in 
South America and the Far East, where considerable latitude 
may be allowed by local bankers to drawees. Drawing at sight 
or at a given time after sight is the usual practice, but since 
sight means the actual presentation of the draft to the drawee 
in a distant country, it is clear that considerable time may 
elapse between the remittance of the proceeds of the draft from 
the city or country of the drawee and its receipt in the city of 
residence of the drawer. 

Drafts for Payment or for Acceptance.—There are some 
matters connected with the drawing and collection of drafts 
which do not appear on the faces of these documents. A draft 
drawn at “sight” is nominally expected to be paid the moment 
- it is presented by the foreign collecting bank to the drawee. 
A draft drawn at 30 days, or 90 days, or any other term “after 
sight,” may either involve payment of the amount called for 
at any time after its first ‘‘sight’’ within the period named, 
before the collecting local banker delivers to the drawees the 
bill of lading and other documents accompanying it, that is, 
surrenders possession of the shipment, or these other documents 
conveying ownership may be delivered by the local banker, 
if the drawee simply “‘accepts” the draft when it is presented 
to him. 

The exporter or drawer of the draft must give the bankers 
positive instructions in this regard, that is, as to the surrender 
of the documents. Such instructions accompany the draft, 
whether it is remitted by mail to a banker in the foreign market 
to which the goods are destined, or whether the shipper of the 
goods and drawer of the draft presents the documents in the 
first instance to a banker in his own home city, who in his turn 
transmits them to some correspondent, almost always a 
banker, in the foreign market in question. 

When these instructions from the drawer of the draft are 
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to the effect that the documents must be surrendered only when 
the draft is paid, then the intention usually is that the debtors 
shall only be made to pay for their merchandise when it is 
received. Drafts drawn\against foreign customers with this 
end in view may be at sight, or sometimes at short terms, 
seldom at more than 30 days after sight. It is only intended 
to allow time for possibly slower freight steamers conveying 
the merchandise to reach their destination, whereas drafts 
going forward by a faster mail ship may arrive a little while 
before the merchandise arrives. The intention is virtually to 
make a “‘cash on delivery” operation and only in comparatively 
rare instances are goods supposed to be delayed more than 
30 days after the arrival of the draft abroad. On the other 
hand, the export executive must frequently be alert to make 
certain that drafts and documents go forward by the very 
same boat that carries the goods. 

Most time drafts, that is, those of 30, 60, 90 or 120 days 
after sight, are not accompanied by instructions to surrender 
documents only against payment. On the contrary, the 
instructions with such drafts usually are to deliver the bills of 
lading and other documents against the acceptance of drafts 
so drawn. This is the basis for actual credit terms as they are 
usually extended in export transactions. 

Extension of Credit Against Acceptance.—When a banker 
has been instructed by the drawers of a draft to surrender 
documents only against payment (commonly abbreviated 
D-P), then there is only involved the risk that the consignee 
will not pay. Genuine credit begins when the banker in 
accordance with the drawer’s instructions delivers documents 
to the customer against acceptance of the latter (usually 
abbreviated D-A). Then, real credit is involved. When the 
drawee writes the equivalent of ‘“‘accepted’’ across the face of 
the draft presented to him and signs hisname with the date, then 
he assumes an obligation payable at a given time—30 days, 
90 days, 4 months, whatever it may be—after the date of his 
acceptance. The collecting bank, governed by instructions 
received from the drawer of the draft, delivers the documents 
to the drawee, gives him possession of the goods, and holds the 
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accepted draft until date when it falls due, when the bank 
will demand payment. 

This principle is in common use in the domestic trade of 
some countries, and in almost every country in respect to 
certain commodities of commerce. In international trade, 
the principle of extending credit against a customer’s accep- 
tance of a documentary draft, as it is called, that is, a draft 
demanding payment at a stated time accompanied by bills of 
lading, certificate of insurance, etc., is the old and well- 
established one, which is practically universal, adopted in the 
export business of England, United States, Germany—in fact, 
all countries of the world. It will be observed that the foreign 
importer secures possession of the merchandise that has been 
shipped for his account, only when he ‘‘accepts’’ the draft 
or “‘bill,”’ and the document then falls due on a certain specified 
date when the importer is bound by his signature to honor it. 
It is then a good deal more than an ordinary promissory note. 

How essentially different credit is when it is extended against 
a signed acceptance, falling due at a known and stated date, 
from credit extended on open terms or book accounts scarcely 
seems to require emphasis. An accepted draft is an acknowl- 
edgment of indebtedness which, in case of legal action, need not 
be otherwise proved. It is sometimes very difficult to prove 
indebtedness on open accounts, item by item. In all countries, 
an acceptance is looked upon as the most serious of business 
obligations. Dishonor of one’s signature is the most discredit- 
able act of a reputable business man. In many countries an 
accepted draft takes precedence over all other debts, and ina 
few countries the protest of such an acceptance is recognized 
by the courts as an act of bankruptcy, on the basis of which the 
courts may take possession of the debtor’s property without 
other legal action. 

It must be recognized, however, that unless the foreign 
importer is known from thorough investigation to be responsible 
in a financial way and to enjoy the highest commercial reputa- 
tion as invariably honoring his acceptances, then there is no 
assurance that he will honor his signature on the due date, 
nor does the mere promise of a customer to accept a bill drawn 
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on him make certain that he will do so unless he is known to 
be of the right character, and unless shipments are made in 
exact accordance with the terms mutually and previously 
agreed upon. When all necessary preliminaries are satisfactory, 
then doing business on the basis of accepted drafts is to be 
highly commended as the form most likely to promote the 
largest possible satisfactory development of future business 
relations. 

Modifying Clauses in Drafts.—In connection with the sub- 
ject of various forms in which foreign drafts or bills of exchange 
may be written, some special features that may be introduced 
may be noted. 

First, it is often wise to identify the draft with the invoice 
and the bill of lading covering the shipment to which it refers: 
This may be done by writing on the face of the draft, for 
example, ‘Thirty cases machinery per S. S. Leviathan.” 

One of the most important additions that may be made on 
the face of a draft is what is called the “‘in case of need” 
clause, sometimes written in abbreviated form, ‘‘in case of 
need with Messrs. So-and-So”’; or it may be written at greater 
length in style similar to this: ‘‘in case of need and before 
incurring notarial or other expenses, including cabling dis- 
honor, refer to .’ This clause notifies the 
collecting bank abroad of some agent of the drawer of the draft 
to whom the bank can refer, at least for instructions, if there 
is any trouble about sectiring the payment or the acceptance 
of the draft from the consignee. The bank may or may not 
expect the individual or firm named for reference “‘in case of 
need’’ to take up the consignment and to settle the draft. 
This is, perhaps, seldom done. More often the clause in ques- 
tion refers bankers to a local commission agent, or manu- 
facturer’s representative, who perhaps originally sold the 
merchandise in question, and this person is thus immediately 
advised as to impending trouble and enabled to go to his 
customer, the consignee of the merchandise, find out what the 
trouble is and personally arrange, if possible, a satisfactory 
outcome of the difficulty. If impossible so to arrange with 
the original consignee, the agent named as reference “‘in case 
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of need’’ may then find other customers, in the same market, 
for the merchandise received and persuade them to take over 
the shipment and assume the draft; or, in any event, the agent 
is in position to communicate with his principals at home by 
cable and obtain full and precise instructions. Herein lies 
one of the advantages of utilizing the services of a locally 
resident commission agent or manufacturer’s representative, 
who, as has beenrepeatedly pointed out, must in the first 
instance be selected with the utmost care and discretion, not 
merely as a salesman, but as an all-around, competent business 
man likely to have a keen and intelligent desire to protect all 
interests of his principals. 

Amounts for Which Drafts Should be Drawn.—There are 
certain costs attached to the collection of drafts. A manu- 
facturer, familiar only with domestic business, may disregard 
any bank charges here at home as infinitesimal, but, unless a 
manufacturer’s profits are very large, he cannot afford to 
disregard them in the export business. No matter at what 
term after sight a draft is drawn, interest accumulates from 
the day it leaves the United States, until the day the proceeds 
are returned to the United States. Though a draft may be 
drawn at 30 days’ sight, the transaction involved may mean a 
loss of interest of from 50 to 75 days, according to the distance 
of the port of destination from the United States. Customary 
terms in Brazil usually involve drafts at 4 months’ sight. 
On such bills there will be an interest charge for approximately 
6 months or, as usually figured by most exporters to Brazil, 

3 per cent. The manufacturer who figures on 10 per cent. 
profit on his goods ought not to lose this discount, for discount 
is practically what it amounts to unless he makes his foreign 
customers pay both for the interest charge involved and for 
the bank’s charges of commission, postage, other stamps, etc. 
Accordingly, definite and precise understandings should be 
entered into with all foreign customers that drafts drawn 
against them will include interest and commission charges, in 
addition to the invoice price of the merchandise and such other 
charges as prepaid freights and marine insurance. The exporter 
must realize that, if he does not collect these items from his 
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foreign customers, he will suffer a certain loss. If his profits 
are large enough, he may consent to suffer that loss; but then 
he should put emphasis on the favor that he is showing to his 
customer, and make that customer understand that it is 
something unusual and special, contrary to the general prin- 
ciples of doing international business. Most American exporters 
cannot afford to do anything of this sort, and the principle of 
causing customers to pay interest and collection charges is 
well established in the export trade of all countries. 

It sometimes happens that manufacturers assume, as a 
matter of course, that their foreign customers will pay these 
bank collection charges on drafts drawn against them, and, 
accordingly, such manufacturers do not include these items in 
the face values of the drafts themselves, but give the collect- 
ing banks instructions to collect these charges in addition to 
the face of the draft. This course is open to several objections. 
In the first place, some foreign customers who are not experi- 
enced and regular importers of goods from overseas, do not 
-understand the principle involved, which is common and 
recognized among older importers, and, in consequence, refuse 
to pay these charges. In the next place, it is contrary to the 
laws of certain countries to attempt to force collection of any- 
thing beyond the face value of a draft. In any case, the 
manufacturer ought always to have a preliminary understand- 
ing with his foreign customers that interest, etc., will be paid 
by them. This may sometimes be accompanied by appropriate 
notations on the order forms on which the manufacturer expects 
orders for his goods will be written. Comparatively few 
manufacturers, however, prepare special order forms for 
export customers, but merely use the ordinary domestic forms. 
Probably special export order forms are only desirable or 
necessary for exporters having very extensive foreign trade 
interests. When such special forms are prepared, these may 
very well be made to include all provisions regarding the terms 
of sale, such as the time and the conditions of drafts that will 
be drawn, and may emphasize this provision in regard to the 
collection of interest and bank charges. 

Occasionally in the business of some manufacturers it may 
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not seem possible or advisable to include in the face of the 
drafts which are drawn the additional interest charge, which 
ought to be collected whenever drafts on foreign countries are 
drawn in American dollars, and the manufacturer may desire 
to have the bank collect the interest and other charges on 
presentation of the draft to the drawees; in such case, however, 
there should always be preliminary and full mutual agreement 
with the drawees that this course will be followed by the 
manufacturer. In such cases, the drafts drawn may have 
written on their face, or impressed by rubber stamp, such a 
phrase as the following: ‘‘Payable in legal currency at the 
bank’s drawing rate on day of payment for sight bills on New 
York.” 

In some cases, the practice still maintains among exporters 
in some countries of paying American drafts in London 
currency, so an alternative to the clause just above mentioned 
may be: ‘‘Payable in legal currency at the bank’s drawing 
rate on day of payment for ninety days’ sight bills on London.”’ 

Yet another clause frequently used in drawing drafts, when 
it is difficult for bankers to calculate the exact number of days 
for which interest must be charged, reads: ‘‘Payable with 
interest at six per cent. per annum from date of draft to 
approximate date of receipt of proceeds in New York.” 

Another of the modifying clauses which may be included in 
drafts drawn in the United States against importers in South 
Africa and Australia, when such drafts are drawn in pounds 
sterling, reads: ‘Payable with exchange (English and Colonial 
stamps added) at the current rate in London for negotiating 
bills on the Colonies.” An alternate phrase sometimes pre- 
ferred in South Africa reads: “At exchange as per indorse- 
ment.” This phrase known as the ‘‘Colonial Clause’’ is 
utilized when bills are drawn in sterling and the rate of conver- 
sion of the amount involved in dollars of the United States 
is made at current sight rate of exchange on London, which 
covers interest to and from that point. The draft becomes 
London exchange, because the phrase quoted makes charges, 
exchange, etc., beyond London payable by the drawee. 

_Although, because of the fluctuation and extreme variation in 
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the international exchanges, comparatively few drafts have 
recently been drawn otherwise than in American gold dollars, 
yet drafts may sometimes still be drawn in foreign currency. 

Dollars vs. Foreign-Money Drafts.— Drafts may be drawn 
payable either in the currency of the exporter’s own country 
or in the currency of the country of the consignee, or even in 
the currency of some other country. An American exporter 
may draw on a customer in South Africa either in dollars or in 
pounds sterling. A British or an American exporter may draw 
on a customer in Constantinople either in sterling or in 
francs, and either a British or an American exporter may draw 
on a customer in Holland in gulden. Ifa draft be drawn in the 
exporter’s own currency, then, as has been explained,- the 
amount for which the draft is drawn should include all costsand 
charges, including interest charges on the money from the time 
the draft leaves the exporter until the time the money is 
returned to his city, or provision for covering such charges 
together with bank commissions, etc., should either be included 
in the phraseology of the draft itself or given in written instruc- 
tions to collecting banks. An understanding to this effect — 
should always be arrived at with foreign customers who, other- 
wise, may expect to pay only the face value of their invoices, 
although, of course, the exporter intends to receive remunera- 
tion in full for his invoice values without deduction of the 
necessary charges involved. 

When a draft is drawn in a foreign currency, then there 
must be taken into consideration the exchange rate between 
that currency and the exporter’s own money as it rules at the 
time the draft is drawn, for in this case no negotiations with 
customers are necessary as to who shall pay charges. That 
exchange rate varies according to the term of the draft. As 
a simple illustration, take exchange between dollars and pounds 
sterling. Bankers quote a certain rate of exchange for a com- 
mercial bill drawn at sight, say, for example, $4.75 to £1. 
On the same day, 60-day drafts may be quoted at $4.71 and 
90-day drafts at $4.69. The rate of exchange quoted for the 
sight draft includes not only the comparative value of the dollar 
and the pound sterling as influenced by the supply of and 
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demand for such bills and by intrinsic values, but it includes 
the interest charge involved by the lapse of time in going and 
returning between London and New York, and it includes the 
banker’s charge for commissions. The difference between the 
rate for sight or ‘“demand”’ exchange and a 60-day bill is chiefly 
influenced by the difference in interest. Sixty days after sight 
involves an increased interest charge for that length of time 
and this is usually figured at the rate of 6 per cent. per annum, 
or about one-half of one per cent. per month, although the 
interest naturally varies from time to time. Thus while the 
sight or demand rate will be quoted at $4.75, the 60-day bill 
is quoted at $4.71 to the pound, and the 90-day bill, involving 
a further interest charge for 30 days over the 60-day bill, will 
be quoted at only $4.69, or perhaps less. In times of financial 
stress and money tightness, rates on time bills will naturally 
be more unfavorable than when money is ‘‘easy.” 

No drafts ought ever to be drawn in the currency of countries 
which have a silver or paper currency constantly fluctuating 
in value, unless the drawers of such drafts are prepared to 
take long chances and indulge in pure speculation as to what 
the local foreign currency may be worth when the draft becomes 
payable. 


CHAPTER XXX 


FINANCING EXPORT BUSINESS 
THROUGH BANKERS 


General Practice.—It has already been pointed out that 
comparatively few even of the largest exporters have sufficient 
capital at their disposal to carry onan extensive export business, 
in addition to their domestic business, without having recourse 
to their bankers. Even if they have very large sums of money 
at their disposal, still they may be able to utilize their funds 
to better advantage than in tying them up in foreign ship- 
ments. In any case, the practice of financing through bankers 
who carry on foreign-exchange business is the common one and 
one that is almost invariably followed by large as well as by 
small exporters in the United States and in every other export- 
ing country. Itisso much the accepted and understood thing, 
that exporters who do not discount their foreign drafts with 
their local bankers are objects of some surprise. Since drafts 
are always drawn, or always should be drawn, to cover the 
interest charges involved, the exporter is thus protected from 
loss of interest on his funds when it might be very difficult for 
him to collect that interest from his foreign customers in any 
other fashion, and bank charges for collection and other 
expenses should also be covered by the drafts themselves. 
“Discounting,”’ therefore, should not mean that the exporter 
receives a penny less than the invoice value of his goods. It 
is quite possible, through negotiation of his foreign drafts with 
bankers who specialize in such business, for the exporter to 
obtain immediately the capital invested in his foreign ship- 
ments, or a large part of it, and this may be done even where 
the foreign customer receives credit for as long as 3 or 4 months. 
There exists in every commercial community of importance 
one or a large number of bankers who specialize in handling 
foreign bills of exchange, in buying or discounting them (the 
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terms are used synonymously), which really means the advanc- 
ing of money against the hypothecation of valuable securities. 

Sending Drafts for Collection Abroad.—If the exporter for 
one reason or another does not wish to negotiate his foreign 
drafts with his own or with some other banker in the United 
States, he may personally and directly remit the draft with 
his instructions and all the necessary documents to a foreign 
bank in his customer’s own city. Upon receipt abroad, the 
local foreign banker presents the drafts and handles the accom- 
panying documents as his letter of instructions from the 
American exporter directs him. In due course, he will collect 
the amounts involved and remit directly to the exporter who 
has sent him the documents. He is expected to make such 
remittance immediately upon collection from the drawees. It 
is difficult for the present author to see what advantages 
exporters fancy they find in thus sending their drafts and 
documents directly to foreign bankers. It is, however, fre- 
quently done. On the other hand, there are advantages in 
passing these documents through an American banker, who is 
close at hand and is well known to the exporter. 

The exporter does not, of course, realize any money when 
drafts and documents are sent abroad for collection nor does 
he obtain any money if he merely hands his draft and docu- 
ments to a bank in the United States for collection. The 
intermediate charges of the American bank for transmitting 
abroad, very likely to the selfsame bank in the foreign city 
to which the exporter himself might directly send his docu- 
ments, are so small that it seems they are more than offset 
by the advantages of an acquaintance with the American bank. 
In addition to this consideration, it may sometimes be the 
case that American banks transmitting documents may be 
better posted as to the responsibility of their foreign banking 
correspondents than can be the exporter himself and that, in 
consequence, the American bank may make a better choice of 
foreign correspondent. 

Selling Drafts to Bankers.—It has already been explained 
that foreign drafts which are passed through banks are accom- 
panied by a full set of all negotiable documents relating to the 
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shipment to which the draft itself refers. The bills of lading 
drawn to the shipper’s order and indorsed by him, convey 
ownership of the merchandise to the holder of those bills, or, in 
comparatively infrequent cases, to the party to whom they 
are specifically indorsed, that is usually the bank in whose 
possession they are placed. The certificate of marineinsurance 
which protects the shippers or other owners of the merchandise 
against loss or damage similarly accompanies the draft. The 
banker is thus put in possession of valuable documents on the 
basis of which he may consent to make a loan of money to the 
shippers of the merchandise, just as he would against approved 
shares of stock or bonds or mortgages. When money is thus 
advanced against these documentary foreign drafts, the 
banker is further protected by the financial and commercial 
standing or reputation of the shipper of the merchandise 
who may be, but usually is not, called upon to sign a letter of 
hypothecation, by which the shipper agrees with the banker 
that in case the draft in question be not paid or accepted, or 
not satisfied upon the due date, the shipper will make good to 
the banker the amounts advanced on the securities so hypoth- 
ecated, together with all charges involved. The banker may 
be further protected by the known standing and reputation of 
the foreign consignee of the merchandise who may be inter- 
nationally famous for his scruplousness in meeting his obliga- 
tions as well as for his financial resources. Taking all of 
these elements into consideration, bankers dealing in foreign 
exchange advance money to shippers against foreign drafts with 
little hesitation, at least in normal times and when credits in 
general are not restricted. No shipper ought ever to have any 
hesitation in thus negotiating his foreign drafts or bills of 
exchange, because so doing is the accepted practice in the 
export business, and is followed by almost all shippers of all 
countries, and because many of these bankers exist solely 
for the purpose of negotiating such bills. 

A form for the submission of business of this sort to bankers 
is illustrated in Fig. 23. This form is an unusually compre- 
hensive one, embracing every detail about which the banker 
requires information and instructions. -Sometimes some of the 
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details regarding the handling of the draft and accompanying 
documents when they arrive at destination abroad are given 
in forms to accompany the draft itself abroad, to the present- 
ing foreign bank. In the style here shown the drawers rely on 
the American bank to transmit their instructions. When it is 
desired to sell the accompanying drafts to the bank, then 
previous arrangements must, of course, have been made to 
that effect. 

The process of negotiating an advance against a foreign 
draft may involve a consideration of the foreign markets with 
which various foreign-exchange bankers chiefly operate. There 
are bankers, for example, who do very little foreign-exchange 
business except that with England, or Holland, or Italy. There 
are other bankers in the United States who do little foreign- 
exchange business except with Brazil, others do business chiefly 
with South Africa and so on; but, on the other hand, there are 
many bankers who do business in foreign exchange with prac- 
tically all of the principal markets of the world. It is evident, 
however, that cases may arise where one banker will be more 
desirous than another of buying a bill of exchange on a given 
market; it is evident, too, that it may sometimes be difficult 
to sell a bill of exchange drawn on a market with which there 
are comparatively few commercial or financial transactions. 
On these accounts large exporters who have a great many bills 
to offer every week, often drawn on as many different markets 
or commercial capitals of the world, usually employ exchange 
brokers, who make it their business to take a list of the bills 
that are to be offered and, interviewing different bankers, 
arrange for the sale of each bill with the special banker who 
wants that bill most and is willing to pay the best price for it. 
Brokers are not especially loved by bankers, and are most 
largely employed in strictly financial operations connected 
with large blocks of shares of stock or bonds, or they sometimes 
specialize in the grain trade or the cotton trade, or something 
of that sort. Their use is not necessary if a large exporter has 
a good foreign-exchange man of his own who has the necessary 
acquaintance among bankers and the time and ability to 
market his bills of exchange among them to the best advantages. 
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The banker, in considering the purchase of a bill of exchange, 
is influenced by several considerations; first, by the country on 
which the draft is drawn, whether or not the banker in question 
has intimate relations with that market or wishes a bill on it; 
second, by the signature attached to the bill of exchange, that 
of the drawer, and his financial ability and commercial reputa- 
tion, which is regarded as just as vital an element to the 
security of the banker as is the security offered by the posses- 
sion of the order bills of lading; since recourse in case of trouble 
will be had on the drawer; third, the banker is interested in 
the character of the merchandise represented by the bill of 
lading and its probable salability in case it becomes necessary 
to dispose of the shipment in order to satisfy the banker’s 
claims. Shipments of staple commodities whose value is quite 
well established and known are usually regarded by bankers as 
offering better security than shipments of specialities whose 
value at forced sale in some foreign market may be very prob- 
lematical indeed. However, asin the case of all kinds of loans, 
the negotiation of a bill of exchange with a banker depends 
primarily on the personality of the seller of the bill and his 
acquaintance and standing with the banker with whom he is 
negotiating. Any borrower who is well and favorably known 
by a banker will receive favorable terms on a loan of any 
description, when a totally unknown borrower would perhaps 
be denied any facilities whatsoever. 

Bank Restrictions and Regulations.—In the United States, 
with the growth of interest in foreign-exchange dealings on the 
part of what were previously purely domestic bankers, there 
has developed the practice of requiring exporters who wish to 
negotiate foreign bills of exchange to carry deposits with them, 
often of stipulating a minimum balance that must be main- 
tained to carry the negotiation of foreign bills to a certain 
aggregate value. Some bankers will advance full face value 
of their foreign drafts to clients toward whom they are 
favorably disposed. Other banks will advance only from 75 
per cent. to 80 per cent. of invoice and draft values. The 
demands of banks for maintenance of accounts with them, 
when it is desired to negotiate drafts, vary from 10 per cent. 
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to 20 per cent. of the total anticipated value of the drafts to be 
bought and sold. Thus if an exporter expects to use banking 
facilities in discounting his foreign drafts up to, say, $500,000, 
the bank may require ‘the exporter to carry constantly with 
it a minimum balance of, say, $50,000 or $75,000. These 
demands on the part of bankers grew up chiefly because of the 
unfortunate developments of trade in 1920 when, because 
of the restriction of credits all over the world, the collapse of 
many speculative ventures, and the general overstocks of 
merchandise; many importers refused to accept merchan- 
dise that had been shipped to them or refused to pay or to 
accept drafts drawn upon them. In such cases, bankers who 
had negotiated these drafts for exporters were forced to 
require repayment of the funds advanced, and because many 
exporters had themselves been forced to the wall by influences 
similar to those mentioned, there were losses incurred by 
bankers which were quite unusual, indeed unprecedented, in 
the export and import trades. The restriction of credit in 
the United States, brought about by the same development 
and the process of deflation after the war, in itself caused a 
scarcity of money available for advances against foreign bills. 

The position of American bankers as above described may 
very likely be modified in the future with the return of more 
active competition in the banking business, especially as banks 
of deposit in New York, which do a foreign-exchange business 
also, are in direct competition with a great many other bankers 
quite as largely interested in foreign exchange as are they, 
which others do not carry banking deposits and are not by 
law allowed to accept such deposits. 

A bank’s charges for the collection of a foreign draft include 
its commission, which may vary from one-eighth of one per 
cent. to two per cent., but in normal times rarely exceeds one- 
half of one per cent. The charges also include the cost of 
postage stamps required in the transmission of the documents 
abroad and the cost of revenue stamps, if any are required in 
the country where the draft is drawn, or in the country where 
the draft is payable, and even in intermediate countries 
if the draft and documents are relayed by the transmitting 
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banker ‘through a correspondent in an intermediate country. 
These charges are, of course, in addition to the usual interest 
charge involved for the period for which a draft may run and 
for the time involved in its transmission to the point on which 
it is drawn and for returning the proceeds from that point to 
the place of origin. 

Bankers’ Procedure in Handling Bills of Exchange.—A 
banker’s procedure in negotiating and handling a foreign bill 
of exchange is something like the following: If a draft be 
drawn in dollars, the rate of discount is figured according to 
the number of days during which the bank will be out of funds, 
and a flat commission is charged, including reimbursement to 
the bank itself for the clerical work involved and a commission 
to its collecting agent abroad. As previously explained, unless 
these charges have been figured in the face value of the draft 
itself, the exporter loses by just so much. The bank then 
remits the bill and accompanying documents to a correspon- 
dent bank in the city on which the draft is drawn, if the bank 
has such a correspondent, or it may in some cases send the 
draft to some more intimate banking correspondent at another 
town in the same country, perhaps a more important com- 
mercial center than the city on which the draft is drawn, or 
the bill may even be remitted to banking correspondents in 
some intermediate country, as, for example, a draft drawn on 
Spain may be remitted to a bank in Paris, which will in its 
turn forward the documents to one of its correspondents at 
point of destination in Spain. The collecting bank at the 
ultimate point of destination collects from the drawee such an 
amount in local currency as will satisfy the face value of the 
draft drawn in dollars or any other than the local currency, 
at arate named by the collecting bank. The latterthen remits 
the funds thus collected to the discounting bank from which 
the draft has been received. This remittance may be in the 
form of a demand draft or check in dollars against a deposit 
balance for the face amount of the collection less charges and 
commissions; or, if the foreign collecting bank has an account 
with the discounting bank, it advises the latter to charge that 
account with the net proceeds of the draft. In either way, the 
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discounting bank is thus put in funds to cover advances that 
have been made to the shippers of the goods, and any surplus 
is paid to the drawer of the draft at its point of origin, if 
advances have only been for a part, say, 75 per cent. or 80 
per cent., of the face value of the draft. 

If the draft be drawn in a foreign currency, its value in the 
home currency is computed at the day’s rate of exchange ruling 
when the bill is negotiated, and advances are made to the 
drawer of the, draft, in his home currency, on that basis. 
Having purchased a draft on a foreign country at a given rate 
of exchange, it is necessary for that bank to cover itself by 
selling exchange for a similar amount and on similar terms. 
The bank aims to profit in the transaction by the difference in 
rates of exchange between its buying and selling prices. 
Usually a foreign-exchange bank has a good many transactions, 
perhaps a very large total volume, in the principal currencies 
of the world in the course of a single day, and it sells a suffi- 
ciently large amount of exchange in a given currency to 
cover its purchases of bills in the same currency on the same 
day. 
The draft, having been purchased in a foreign currency, is 
sent to a correspondent for collection with instructions to place 
the proceeds to the credit of the transmitting bank, if an 
account is carried by it with that correspondent, or to place 
the credit on the books of some other bank in the same 
country where the transmitting bank does have an account. 
If the draft be not paid at maturity, the transmitting bank 
that has discounted the bill originally must protect its own 
credit by providing funds in the foreign currency which it had 
anticipated would be paid, and hence must buy a cable transfer 
or something of that sort. When foreign exchange fluctuated 
only slightly, there was usually very little difference between 
the rate which the bank originally figured and the rate which it 
might have to pay in purchasing foreign money to make good 
when payment of a draft was refused by a drawee. When, how- 
ever, the foreign exchanges fluctuate widely and constantly. 
there is often a considerable margin either of profit or loss 
resulting from change in the rates of exchange ruling when the 
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discounting bank bought the bill and, possibly three or four 
months later, when the bill has been protested at maturity 
and notice of protest has been received The bank has had to 
cover itself and immediately demands repayment of moneys 
advanced against that draft to the drawer of it. If there isa 
profit in the bank’s operation in the exchanges, which have 
become necessary as above explained, then that profit may 
reasonably be expected by the drawer of the draft when he 
makes refund. If, however, the bank has been a loser by the 
fluctuations of exchange, then the drawer may be called upon 
to refund not only the actual amount of money originally 
advanced by the discounting bank, but an additional sum 
to cover the depreciation in exchange. 

Responsibility of Drawers of Drafts.—In all cases the 
drawer of the draft is held responsible by the bank to which he 
has handed his documents for any expenses or losses which may 
be incurred by the bank in connection with each transaction. 
If a draft is transmitted abroad and payment is refused by 
the drawee, certain expenses will be involved that the trans- 
mitting bank will expect the drawer to make good. If the 
exporter has discounted his draft with an American bank, has 
received full face value for it or any part thereof, that bank 
will expect the exporter to return the money so advanced plus 
any charges that may have been incurred, if the foreign cus- 
tomer, the drawee, does not meet the draft in accordance with 
its terms. Sometimes some bankers oblige exporters to sign 
a written undertaking thus to reimburse them in case of neces- 
sity; but more often, with people who are known to the banker, 
it is merely accepted as a mutually understood arrangement. 
Bankers usually hesitate to buy or discount any foreign drafts 
offered by manufacturers or other exporters, who are not well 
rated in our American commercial agency books. This is 
usually the main element in deciding a bank whether to buy 
or not to buy. If the manufacturer is a strong house in the 
highest standing, he seldom has any difficulty in making sales 
of his foreign bills of exchange, because the banks look to 
his responsibility and reputation. Smaller, or even unrated, 
manufacturers may frequently succeed in selling their foreign 
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drafts, if they are willing to present such a statement of their 
affairs to the banks with whom they wish to negotiate as will 
satisfy these banks. The large, rich exporter, especially if 
he has a good many foreign bills of exchange to offer, can, 
however, do a great many things with all bankers which a 
small, weak, unknown exporter cannot do. 

Renewals or Extensions of Drafts.—It is usually possible 
to arrange with bankers through whom foreign bills of exchange 
have been negotiated, or sent forward for collection, to renew 
or extend such bills before or upon their due dates. Such 
action is occasionally requested by foreign importers who, 
for a number of reasons, may not find it convenient to pay a 
draft when it falls due, or to honor their acceptance at due date. 
Requests of this sort do not necessarily reflect on the financial 
status of an importer who makes them. They may be prompted 
by many different reasons, doubtless more often than for any 
other reason, because of fluctuations in exchange rates. If 
the draft itself has not required, on its face, payment at a 
stated rate of exchange, it may happen that when the draft falls 
due exchange may be abnormally low, and making payment 
at the specified time may involve the importer in a very serious 
loss which, in his judgment, will be avoided if he is permitted 
to pay 30, 60 or 90 days later when there seems to be a reason- 
able certainty that exchange rates will have improved. 
Bankers, of course, do not welcome requests from exporters for 
renewals or extensions of drafts which they have negotiated. 
Their willingness to accede to such requests usually depends 
upon the degree of intimacy which the exporter enjoys with 
his bankers. 

Sometimes extensions of drafts accepted, say, for payment 
90 days after sight, may be made simply by authorizing the 
American banker who has discounted or negotiated the draft 
to authorize in his turn the foreign bankers to whom the docu- 
ments have been sent, to extend a further period of credit to 
the debtor; that is, to the importer who has accepted the 
draft. Sometimes this is arranged in another fashion. The 
exporter may simply take up the original draft, instructing 
the bankers to cable the foreign bank which holds the docu- 
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ments to waive payment and avoid protest. Then the exporter 
may again put himself in funds by selling a fresh draft on the 
customer, which is in such cases a clean draft, that is, one 
not accompanied by any documents. Yet another way is 
sometimes utilized. The foreign importer draws his own 
draft back on the exporter for an amount sufficient to cover the 
value of the draft or the acceptance which he has to pay, and 
negotiates his own draft with his local bank abroad. Then in 
turn the exporter draws a second time against the foreign 
importer as above described. Naturally, there are interest 
charges, bank charges, postage, charges for cablegrams, etc., 
involved in any such proceedings as these, and all such charges 
must, of course, be borne by the importer who is thus favored. 
These illustrations are given merely as hints as to possibilities 
that may be utilized with the development of export experience 
and ingenuity in working with bankers with a rather full and 
intimate knowledge of foreign exchange operations. 
Protesting of Drafts.—One of the instructions that ought 
always to be given to banks that are entrusted with the 
collection abroad of foreign bills of exchange, is whether or not 
the collecting bank abroad shall protest the draft if the drawee 
refuses to pay, or refuses to satisfy his acceptance when the 
latter becomes due. The process may include a preliminary 
one known in England as “noting” a bill. Both ‘“‘noting”’ 
and “‘protesting”’ involve declarations before notaries as proof 
that the bill has been duly presented and dishonored, against 
which the presenting banker “protests.” Both operations 
involve certain costs and expenses. In some countries it is 
desirable, indeed indispensable, that immediate protest be made 
if a drawee refuses to meet the demands of the draft or accep- 
tance. In other countries it is highly inadvisable to make such 
protests. These are matters which the export executive 
must study and understand, practices varying in different 
countries and under different conditions. Up-to-date informa- 
tion and advice as to whether to instruct a protest or no pro- 
test can always be secured from bankers, and local foreign 
regulations may be learned by application to the Bureau of 
Foreign and Domestic Commerce at Washington. Sometimes 
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shippers instruct bankers to forego the formality of protest 
until cable advices have been sent to the exporters regarding 
the facts in the matter; but, in such cases, care must always 
be taken that the legal requirements of the country where the 
draft is held be fully met, because a non-protested acceptance 
often means nothing more than an evidence of indebtedness 
and at such times the protest itself is an important, if not a 
vital, element in bringing suit or getting judgment. One of 
the advantages. of having thoroughly competent and reliable 
local representatives on the ground where an exporter’s busi- 
ness is transacted is that, when there appears trouble over 
drafts, the holding bank in the foreign city may refer to the 
exporter’s local representative, who may either arrange. 
matters diplomatically with the drawee, or cable back to his 
American principals for instructions, or may himself be 
empowered then and there to give the holding bank instruc- 
tions as to how to proceed. 

Bank Acceptances and a Discount Market.—Bankers profit 
materially if there exists what is commonly called a ‘discount 
market”? where prompt cash is available from the sale of 
foreign exchange bills which do not mature for say three or 
four months to come. This has been one of the strong- 
est features of London banking which has been resorted to by 
bankers of all other countries including those of New York, 
at least until comparatively recent efforts have developed a 
similar discount market in New York. Under the English 
system a London exporter arranged with one of the large 
banks to allow a Manchester supplier of cotton piece goods to 
draw upon the London bank at perhaps 90 days to cover ship- 
ments being made to India. The London bank agreed to 
accept this bill so drawn upon it by the Manchester piece-goods 
shipper in return for a small commission, perhaps one-quarter 
of 1 per cent., paid by the London exporter, who might 
further safeguard the bank, in addition to his signature and 
credit standing, by written undertaking or by depositing with 
the bank for collection his own bills of exchange on customers 
in India who were to receive the Manchester goods, these 
bills of exchange being accompanied by ocean bills of lading, 
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marine insurance policies, etc. When the London bank 
accepted this bill of the Manchester supplier, then, because 
it bore the obligation of a banking institution of undoubted 
solvency and reputation, it became immediately a prime 
security which could be sold for cash, subject to such a dis- 
count as might be involved by money-market conditions for 
the time for which the bill had to run. 

Dealing in such bankers’ acceptances has for many years 
been one of the strongest factors in maintaining the financial 
center of the world at London, where bills of this sort always 
found a ready market, especially with large companies 
established solely to discount such bills. London exporters 
used to be able to finance their foreign trade in normal times 
before the war at an interest rate, including commission paid 
to bankers for “‘accepting,’”’ of from 3 per cent. to 4 per cent. 
per annum. The London discount market drew to itself 
similar bankers’ acceptances from all over the world, remitted 
to London where discounting was easy at favorable rates; and 
bankers so obtained possession of funds and were not obliged 
to carry the investments for three or four months, or profited 
by discounting at say 4 per cent., while they charged their own 
customers 6 per cent. or 8 per cent. On the other hand, dis- 
count companies or other buyers of such bankers’ acceptances 
made satisfactory profits from their investments in these gilt- 
edge securities, operating usually as dealers; that is, buying 
acceptances at one price and selling at a higher price, perhaps 
from 7; to } per cent. higher, to bankers and others who desired 
prime short-term investments. 

In the United States, national banks were prohibited from 
accepting time drafts prior to the enactment of the Federal 
Reserve Act. Such instruments of credit were therefore 
practically unknown in New York before 1914. A discount 
market, however, developed in a comparatively short time, 
largely because assisted by the ceasing in large measure of 
European finance to function as it formerly did, because of the 
extraordinary interruption to commerce and finance brought 
about by the war. There now exist in New York a number of 
banks and other institutions established solely for the dis- 
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counting of bank acceptances to cover transactions in the 
foreign trade; and such short-term obligations have already 
become recognized as attractive forms of investment, both 
because they are profitable and because they are almost as 
available for instant conversion into cash as would be actual 
currency. However, the growth of the New York discount 
market has not been so satisfactory as might be hoped. One 
reason may be that, so far as the export trade is concerned, 
costs of thus financing have been higher than in London and 
higher, it is asserted, than in selling the exporter’s drafts to 
bankers. Another reason may be the ultra-conservatism of 
our bankers who do not like to “accept’’ unless the draft be 
drawn under a letter of credit, assuring them of no risk of loss. _ 
Banks therefore urge exporters to persuade their foreign 
customers to open letters of credit in their favor—good bank- 
ing, but not good merchandising advice. Very likely practices 
will -become more liberal with the growth of experience in 
what is, comparatively speaking, quite a new business in this 
country. 

The rate of discount is primarily governed in London by the 
rate established by the Bank of England, weekly or oftener, and 
in the United States by the rate of the Federal Reserve Bank. 
If payments are heavy and supply of funds low, the rate is 
increased, which naturally and automatically restricts dis- 
counting, that is, discourages borrowing. On the other hand, 
if there is limited demand, the discount rate is lowered and the 
offering of bills for discount is encouraged. A bank accep- 
tance naturally commands a slightly higher price than any 
acceptance of a private concern, excepting possibly a few of’ 
exceptionally large size and high reputation. Commercial 
bills in the London market usually take a rate of about one- 
half of 1 per cent. higher than bank bills. 

Dollar Exchange.—The developments of the war and the 
depreciation in almost all other currencies of the world as 
compared with the American dollar, promoted in unexpected 
fashion the development of “dollar exchange” in place of 
sterling exchange, because the American dollar would buy more 
local currency in a foreign country than in normal times and the 
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British pound would buy less. It is in consequence asserted 
that the New York discount market made greater progress in 
one year in promoting dollar exchange in South America 
than Germany had made in ten years in the attempt to intro- 
duce mark exchange. Yet in some of those countries sterling 
exchange is still preferred and dollar exchange very rare. It 
is clear, however, that to maintain dollar exchange as a world 
medium it is essential that it be employed in a large volume of 
imports as well as exports. It has this advantage, that it keeps 
at home a large part of foreign bankers’ commissions. While 
New York may continue to rival London as a financial 
center in international trade, yet the normally greater foreign 
commerce of the United Kingdom and the advantageous posi- 
tion of London in close and quick communication with 
financial centers of the Continent, will very likely always main- 
tain London’s primacy. American bankers estimate that 
London bankers have profited annually to the extent of 
$10,000,000 from the volume of American bills of exchange and 
acceptances only, which have centered there. However desir- 
able in many respects dollar exchange may be, it seems possible, 
from an exporter’s point of view, that it has been somewhat 
exaggerated, at least that it has slight effect on our inter- 
national trade. 

Collecting Foreign Claims.—It sometimes becomes neces- 
sary to protest drafts or acceptances drawn against -foreign 
customers; therefore a few considerations affecting the col- 
lection of foreign claims will now be mentioned. 

Collecting of unpaid accounts against foreign debtors or, 
for that matter, the adjustment or compromising of claims or 
disputes, may be a rather serious problem, unless the exporter 
has his own personal representative on the ground who has 
full authority and can exercise his native diplomacy and ability 
in general. There really ought to be no such thing as past- 
due accounts or unpaid obligations in the export business; but 
unfortunately such occasions do arise from time to time in 
the experience of any large exporter. The distance of the 
debtor, the long time occupied in the necessary correspondence 
by mail, and very especially the difficulty involved in explain- 
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ing, satisfying, convincing, or in compromising disputes, by 
ordinary correspondence, make cases of this sort not only 
irritating but of very doubtful outcome. A single incautious 
sentence in a letter may antagonize a debtor and cause him 
to fight to the last ditch. Indeed, unless amounts involved are 
considerable, it will almost always be found cheaper and more 
satisfactory to try to compromise differences in an amicable 
way, cost what it may to do so, rather than to endeavor to force 
asettlement. 

Occasions for Claims.—As has been said before, there should 
be few, if any, cases of unpaid open or ledger accounts in the 
export trade. Most cases involving unpaid indebtedness arise 
from the refusal of foreign customers to pay or to accept drafts 
that are drawn upon them, or, having accepted a draft, 
through dishonoring their signature upon due date. The 
reasons for the remissness of debtors may be various but most 
often involve one of the following causes: 

1. Claims as to the merchandise itself. 

These may be: (a) That merchandise shipped is not what 
was ordered, or not like goods previously received or not like 
samples; (b) that the quality of the merchandise that has been 
received is inferior to that of previous shipments, or to that of 
sample, or to that of specifications subject to which the order 
was placed; (c) that invoiced quantities of goods have not 
been received, that there are shortages for which pilfering or 
any other cause cannot be held accountable. 

2. Another frequent cause for refusals to pay is that the 
invoice terms are not those specified by the importer when he 
placed his order, that drafts have been wrongfully drawn, either 
that no draft was expected or stipulated, or drawn at terms 
that had not been agreed upon. 

The exporter must always remember that his customer may 
have valid grounds for his complaint. He must not always be 
too sure that he alone is right or can be right. It often enough 
happens in any business community that some individuals will 
be found who are more than anxious to take advantage of the 
smallest technicalities if they can gain anything by so doing, 
but it also often happens that shippers of merchandise make 
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mistakés and that manufacturers do supply goods that are 
inferior to or unlike original samples or descriptions that have 
been given in the solicitation of orders. Therefore, a liberal 
and open-minded policy should be adopted in handling 
difficulties of this sort, and every possible concession should be 
made to the foreign customer. Should he chance to be right in 
his contentions, the exporter will want to retain him as a future 
customer. If he is wrong and chronically disposed to make 
trouble on every possible opportunity, still the exporter will 
find it a difficult and costly matter to endeavor to force pay- 
ment. No matter if he wishes to cut off the offending concern 
from his list of customers, he may none the less be wise if he, 
in his most agreeable manner, endeavors to compromise the 
trouble with the least possible loss. 

Formalities Required in Collecting.—Legal proceedings in 
the collection of unpaid debts in foreign countries are almost 
invariably costly and protracted, and, rather more often than 
not, of doubtful utility. Resort ought never to be made to 
this course unless the amount of money involved is a large 
one, and in no event until every other possible effort has been 
made tocollect. The very selection of an attorney to prosecute 
a claim is often a delicate matter in the absence of a personal 
acquaintance in the market in question. Sometimes local 
bankers are willing to recommend their own attorneys, or 
even turn over to them an exporter’s unpaid or protested draft, 
but sometimes bankers refuse to accept the responsibility which 
they fancy is involved in so doing, and decline even to recom- 
mend an attorney. 

There exist in almost all countries of the world agencies 
that make a business of collecting, very often, perhaps usually, 
the same agencies which give status information regarding 
merchants in their locality. The assistance of such collect- 
ing agents may be invoked, and if the amounts involved are 
large enough their ordinary services will be rendered on a com- 
mission basis, but in the case of any small amounts there will 
be a minimum charge which is often quite disproportionate to 
the amount of the debt. If a collection agent fails to make 
collection by means ordinarily employed, then he may be 
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empowered to undertake legal proceedings through his own 
attorneys. 

Whenever collection agencies are to be employed, and above 
all when any legal proceedings are contemplated even as 
ultimately necessary, then there are many formalities that the 
creditor must fulfill. Every possible document in proof of 
the claim must be submitted—original orders, copies of invoices 
and of bills of lading, originals and copies of letters exchanged 
bearing upon the debt, proof of receipt of goods—all of these 
must be in full and in detail, and all of them must be trans- 
lated into the language of the country where the debtor resides, 
and moreover, all must be duly authenticated. The authenti- 
cation of such documents in proof of claims means not only 
legalizing them before ordinary notaries, but the addition of 
certificates from competent State or National higher authori- 
ties as to the notaries’ powers, and in turn certificates as to the 
position and powers of these higher authorities to be secured 
from consular or more often diplomatic representatives, in New 
York (or other American city) or Washington, of the country 
where the debt is owed. Merely sending an abbreviated 
“statement of account”’ is not sufficient to enable any repre- 
sentative of any description to bring adequate pressure to 
bear in trying to persuade a reluctant debtor to pay. 

Usefulness of Local Agents in Collecting Claims.—Local 
commission agents or manufacturers’ representatives, who 
may be employed by an exporter to sell goods in a market may 
also be expected, as has already been pointed out, to safeguard 
the interests of the exporter in every respect, including the 
adjustment of disputes and the securing of payment when it 
has been refused; but this is one of the functions of exporters’ 
local representatives abroad that subjects them to the greatest 
criticism. The commission agent is chiefly preoccupied with 
the desire to sell as many goods to as many customers as 
possible, in order to make the largest possible commissions. 
He will sometimes quite naturally neglect his principal’s 
interests when claims and disputes arise. Indeed, this should 
be the first consideration in the selection of a commission agent 
representative in a foreign market, namely, that he should be 
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chosen ‘not only for his ability to sell goods, but quite as much 
for his intelligence and capacity in the handling of difficult ques- 
tions and differences of opinion which may arise between his 
principals and the customers that he has secured for them. It 
is obvious that a successful commission agent, permanently 
resident in a market and personally acquainted with the 
idiosyncrasies of the principal merchants whom he numbers 
among his customers, will be able by word of mouth to doa 
good deal more in an hour’s time through the exercise of 
diplomacy and the influence of personal acquaintance and 
friendship than the far-distant exporter might be able to 
accomplish in a year’s correspondence. Therefore, if the right 
commission agent has been chosen in the first place, he is the 
logical man upon whom dependence ought to be placed for the 
settlement of all differences and the adjustment of disputed 
accounts, and it will usually be profitable to repose full faith 
as well as full authority in such matters in such an agent. 
Other Resources for Attempting Collections.—If there is no 
local representative on the ground through whom attempts to 
make collection may be made and if it appears undesirable to 
try to force collection through collection agencies or attorneys 
of any description, then there is little to be done beyond try- 
ing to convince the reluctant debtor by means of correspon- 
dence and, as has been suggested, that correspondence must 
be of highly diplomatic character. There are virtually only 
two other ways in which efforts to secure payment may be 
made. The creditor may put the whole case fully by letter 
before his consul in the debtor’s own town and request the 
good offices of the consul in trying to secure payment or adjust- 
ment of some sort. A consul is not a collection agency and 
he has a good many duties that occupy him and his office 
force, but nevertheless he always keenly realizes his obligations 
to his fellow countrymen and has a natural wish to help them 
out of their difficulties and save them from money losses, if 
possible. It should be understood that the consul in his foreign 
post is a person of a good deal of dignity and some importance. 
It may help the creditor to some extent if the consul interests 
himself in a disputed or unpaid obligation and either writes an 
Ex Ex—32 
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official letter as consul, or perhaps sends around to the debtor 
a clerk from the consulate to inquire into the matters in 
dispute and suggest adjustments. 

Apart from this, there remains the chance of forcing a 
reluctant debtor through what may be his desire to stand well 
with his own banker. This involves knowing in the first 
place the particular bank through which the customer usually 
does his business, or where he carries his regular account. A 
draft may be drawn on the debtor for the amount involved, 
sent for collection to that particular bank, and to it attached a 
peremptory letter demanding payment and reciting in full all 
details of the transaction in such a fashion as to show the 
customer’s own local bank to which it will be sent that the 
fault is exclusively the debtor’s and that he is trying to avoid 
just and honest payment of his obligations. A man often 
desires to stand well with his own bank when he does not 
particularly care whether or not he stands highly with other 
bankers. A simple draft means nothing at all to the debtor’s 
own banker or any one else, unless a convincing statement is 
included and attached to the draft, proving indebtedness and 
demonstrating the bad faith of the debtor. There is no 
reflection on the debtor in refusing to pay a simple, ‘“‘clean”’ 
draft. 

It is to be confessed, however, that both of the proceedings 
last above suggested are more or less in the nature of last 
desperate resources, and no great reliance is to be placed on 
either course as likely to result in actual collection of the 
accounts in dispute, and it is again to be remarked that unless 
indebtedness is of considerable magnitude, which means more 
than a few hundred dollars, any efforts to collect otherwise 
than by good-natured, delicate, diplomatic correspondence are 
likely to be fruitless, or at least, involve undue cost. 


CHAPTER XXXI 
THE FOREIGN EXCHANGES 


Importance of the Subject.—Most disturbing—at least 
most puzzling—among the problems that export executives 
have had to face during recent years has been that of the 
depreciation in value of the currencies of almost all countries 
with which we do business—of the “‘low rate of exchange” 
for the dollar. When a French merchant has to pay twenty 
francs instead of five francs to settle each dollar of his indebt- 
- edness for American goods, his disposition toward buying 
more goods is easily to be guessed. While it is true that 
people’s minds become adjusted in course of time to the new, 
or to constantly fluctuating, rates of exchange, the problem 
still remains, as it probably will for a long time to come, one of 
the most serious in international business. It is highly desir- 
able, therefore, that the export executive have a general 
conception of what is meant by the expression ‘“‘the foreign 
exchanges.” A very elementary explanation will be attempted 
here: those anxious for a deeper and more thoroughly compre- 
hensive understanding are referred to any of the elaborate 
textbooks on international exchange or the foreign exchanges. 
The present author here attempts merely a short essay of the 
most primary character expressed in as simple terms as seem 
possible, designed solely to give the beginner a slight knowledge 
of the chief causes which govern the rates of foreign exchange. 

Indebtedness of Nations to Other Nations.—Since every 
nation of the world trades with several other nations, it follows 
that in the case of any one nation the sum of its credits may 
exceed the sum of its debits, or vice versa. The problem is 
more complicated since there are many nations which carry on 
trade with every other nation on the face of the globe, enjoy- 
ing credit balances in trade with a good many of the nations 
but having debit balances against them in the case of other 

493 


494 THE EXPORT EXECUTIVE 


foreign nations. In Chapter I was noted the law laid down 
by economists that the ‘‘exports of each country must exactly 
pay for the imports’; that exports and imports include 
something more than the merchandise that is shipped or 
received; that the law applies not merely to the trade between 
two countries but means that the total of a country’s imports 
must equal the sum of its exports. Both exports and imports 
include not only the commodities that are exchanged but 
“‘services’’ which also count on the debit or credit side of the 
country’s ledgers. These services include: (1) The loans 
that a country makes to other countries or receives from them. 
(2) Theinterest returns on capital invested in other countries. 
(3) The repayment of loans. (4) The profits of foreign mer- 
chants in one country remitted to their native countries. 
(5) Benovelent contributions from one country to another, of 
which during and since the World War there have been many 
examples. (6) Freight and insurance premiums received or 
paid by a country or to a country because of the ownership 
of such services in one of the countries, together with the 
minor item of bankers’ commissions which really only applies 
in a great financial center. (7) The expenditures of a nation’s 
government in foreign countries. (8) Payment of indemni- 
ties from one country to another, which, since the Treaty of 
Versailles at least, seems likely to be an important factor in 
the future relations of Germany with the rest of the world. 
Adjustment of National Trade Balances.—How nations 
adjust their trade balances—debits in one direction, credits in 
another—may seem on first thought to be a difficult and com- 
plicated subject for study, but in reality it is simple so far as 
the principles involved are concerned. Those principles will 
be better understood after a little more intimate acquaintance 
with some of the elements which enter into the problem. It 
might seem that if one nation was indebted for a balance to 
another nation, the simple and easy way would be just to pay 
money to the creditor and wipe out the debt. Gold being the 
universally recognized standard of value throughout the world, 
it does indeed happen that very frequently large shipments of 
gold are made from one country to another for the purpose of 
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liquidating indebtedness. Shipping gold, however, involves 
expense, and when a country’s foreign business is one of com- 
plicated exchanges with a great many other countries, its inter- 
ests are best served, as well as more simply and economically, 
by utilizing in a third country the debits or credits of foreign 
countries with which the first one trades. Take for example 
the simplest imaginable illustration. Country A owes money 
to country B. Country B in turn is indebted to a third 
country, C. It happens at the same time that country C 
owes money to country A. It would seem quite possible, 
therefore, for country C, which owes money to A but has 
money due it from B, to offset one credit against the other 
debit balance and say to country A, “‘I owe you money but you 
owe money to B while B owes money to me. Therefore, I 
will discharge my debt to you by crediting to you what B owes 
me and this will settle your indebtedness to B.”” The theory 
involved is simplicity itself and would be simple in practice were 
it possible to carry it out through debit and credit entries in a 
nation’s books; but the debits and credits of a nation are not 
bookkeeping entries. They are debits and credits not of the 
nation itself, unless possibly in very small part, but they 
represent the transactions of thousands and scores of thousands 
of individual merchantsin each nation. The principle remains 
the same. The business of the many individuals and the busi- 
ness of the government itself are taken care of by bankers; 
no matter if there are a great many different bankers involved, 
still the equation of indebtedness at any given period is quite 
well known by all bankers in a country, through demands that 
are made on them to pay debts in foreign countries or to collect 
credits from foreign customers. It is the banks’ business so 
far as possible to offset debits and credits throughout all the 
markets of the world. 

Currency Systems of Different Countries.—-The difference 
in currencies between two or many countries is usually set down 
as one of the impediments to international commerce. In any 
normal times it is not an impediment of any consequence, since 
the intrinsic values of all currencies are perfectly well known 
to every one interested and comparison of the intrinsic value 
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one with another is easy in the case of all currencies on a gold 
basis. The weight and the fineness of gold in the coin of any 
country is easily comparable to the composition of a coin in 
another country, and bank notes of either country redeemable 
in gold carry gold values, when it is known that the country 
issuing them maintains a sufficient reserve of gold, or when 
confidence is reposed in the ability of a nation to redeem its 
paper currency in gold. Countries whose currencies are on a 
silver basis or are fiat paper money, have to liquidate their 
international indebtedness in gold, and their currency prob- 
lems concern only their own internal trade, because merchants 
in other countries will have nothing to do with any such cur- 
rency which may fluctuate 2 or 3 per cent. from one day to 
another. However, though comparisons of the various gold 
currencies of the world are easy in normal times, there have 
arrived periods in the history of almost all countries when gold 
payments have been suspended, and this, as will be explained 
presently, has a very pronounced influence on the liquida- 
tion of indebtedness and on the course of commerce between 
the nations. 

The great currencies of the world are those of the United 
States, Great Britain, and France, based respectively, on 
the dollar, the pound sterling, and the franc. These currencies 
should be understood by any one who contemplates any con- 
nection with foreign commerce, in fact, by any one who has 
any interest at all in international affairs. 

The dollar of the United States, divided into one hundred 
cents, the pound of the United Kingdom, divided into twenty 
shillings and each shilling into twelve pence, the franc of the 
French republic, divided into one hundred centimes, are 
normally all directly comparable in intrisic value and are the 
currencies in which the great bulk of the world’s trade is 
transacted. Before the World War the Latin Monetary 
Union caused the equivalent coins of France, Belgium, Italy, 
Switzerland, and minor countries engaged, to pass current as 
the equivalent of the franc no matter by what varying names the 
coins were called in the different countries. So far as strictly 
intrinsic values are concerned the British pound sterling in 
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terms 6f the American dollar was called worth $4.8665, and 
the franc at the same period had a gold value of 19.3 cents. 

With the outbreak of the World War, both the United King- 
dom and France found it necessary to suspend gold payments, 
because every available ounce of gold was required for the 
nations’ war requirements. At the same time these countries 
were obliged, because of the ensuing scarcity of currency, to 
issue large volumes of paper money which was not secured by 
adequate gold reserves, but chiefly by the moral responsibility 
of the governments themselves and the confidence reposed in 
them. The consequences were depreciation in the currencies of 
these countries as well as that of Italy, and even now, years 
after the close of the war, financiers of the world are by no 
means decided as to what the future par value of some of these 
currencies will be, in view of the fact that gold payments have 
not been resumed and very likely will not be resumed for some 
time to come and because it is unknown how much of the new 
paper currencies which have been printed may be continued 
and how much withdrawn from circulation. It is a practical 
certainty that some day France as well as England will resume 
the gold basis and at that time the currencies will again 
undoubtedly be compared with each other and with the Ameri- 
can in intrinsic values, or what is commonly called the “‘mint 
par of exchange,” that is, the actual value of the gold in the 
standard coin. However, another influence that vitally affects 
the international values of different currencies is to be noted, 
and that is the law of supply and demand. 

Exchange as Influenced by Costs of Paying Debts.—What 
are called the foreign exchanges are an unsolved mystery to 
a great many people who have not studied the subject. The 
principles involved are essentially simple, although their work- 
ing out in their many ramifications, as known to bankers and 
foreign-exchange dealers, becomes highly complicated as one 
looks more deeply into the subject. A detailed study of the 
complex developments of foreign exchange is neither necessary 
nor desirable for the ordinary merchant, but he should under- 
stand the basic principle involved, and this will now be briefly 
explained. 
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The exchange of money between one point and another point 
always involves a certain expense. This is true even in 
domestic trade within the boundaries of a single country, 
although naturally more economical exchange is possible there 
than when there is a question of foreign and distant countries. 
To illustrate the basic principle, payments due from one city 
to another in a single nation will first be considered, the 
United States being taken as an example, because of its wide 
stretch of territory. The following conditions are assumed: 
A debtor and~a creditor are respectively in New York and 
San Francisco, 3,000 miles apart. The money in both cities 
bears the same denomination and has the same intrinsic value. 
A New York merchant owes $1,000 to a San Francisco shipper 
of fruit. To pay this debt he might, of course, put $1,000 in 
cash in his pocket and take a railway train for San Francisco 
and there personally pay his debt in actual cash. The expense 
involved in so doing would be at least $250. To economize 
expense, the New York merchant may send his cash by mail, 
or in an express package, addressed to his San Francisco 
creditor. The cost of so doing, with insurance, might not be 
more than $2.00. 

If either of these courses be adopted there must also be 
considered the loss of interest on the money for the timeinvolved 
in transit, say in this case 5 or 6 days, to say nothing of the 
insurance involved in such a primitive procedure. At any 
rate, it is clear that the New York man’s dollar is worth more 
to him in New York than it is in San Francisco, for it has cost 
him money to send that dollar to San Francisco. 

But at the same time that the New York merchant is owing 
$1,000 for fruits shipped from San Francisco to New York, 
there is another man in San Francisco who owes $1,000 to a 
second man in New York for some machinery that has been 
bought. Both transactions may be settled by personal bank 
checks of the respective debtors. The New York buyer of fruit 
may send a check on his New York bank to his San Francisco 
creditor; the other San Francisco merchant who has bought 
machinery from New York may send a check on his San Fran- 
cisco bank to pay that debt in New York. These bits of 
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paper Called checks have no intrinsic value of their own. What 
is the San Francisco man to do with the New York check which 

he receives? He can only deposit it in his San Francisco bank 
and the latter will have in one way or another to get the 
funds represented by that check. Todo this the San Francisco 
bank must send back the check to its banking correspondent in 
New York who will collect the money from the bank where 
the New York debtor keeps his account. 

Since there are a great many such transactions between 
San Francisco and New York the banks in each city carry 
accounts in the other city. The New York man’s check which 
has been sent out to San Francisco, returned to New York, and 
collected, is placed to the credit of a San Francisco bank in its 
New York account until such time as the operation is reversed 
and the San Francisco institution has to pay out money in 
New York. It will here be observed that again there is loss of 
interest, that is, interest from the day when the San Francisco 
merchant deposits the New York check in his local bank until 
the check sent back by the San Francisco bank arrives in New 
York, is collected, and the actual funds become available for 
other purposes. Moreover, thereislaborinvolved. Thework 
of the banker’s bookkeepers in San Francisco, the work of the 
bookkeepers in New York and a small expense in collecting, 
there is postage, and banks are not operated as philanthropic 
institutions but expect to make a profit on their transactions. 
On all of these accounts when the San Francisco man deposits 
his New York check in his own bank in San Francisco the 
$1,000 called for by that check may perhaps be subject to a 
discount in order that the various costs involved may be 
covered. The New York dollar then is not worth $1 in 
San Francisco. 

Exchange, then, may be simply if crudely defined as the 
price for the money of one place in the money of another place. 
The discount to which the New York check was subject in 
San Francisco in the present illustration is the cost of New York 
exchange in San Francisco. Exchange, however, is not quite 
so simple as this. It is governed by other influences, very 
especially by supply and demand. 
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Exchanges Affected by Supply and Demand of Means of 
Payment.—The aggregate transactions in business between 
New York and San Francisco are very large even in the course 
of asingle week. It may‘happen that San Francisco has been 
making large shipments to New York in one week, amounting 
to, for example, $1,000,000. In the same week New York has 
been shipping to San Francisco to the extent of $2,000,000. 
San Francisco, therefore, owes a balance of $1,000,000 to New 
York in this week. The debits and credits do not balance. 
San Franciscowants money to put in New York and bankers 
may be willing to pay a little more for New York dollars than 
their par value in order to get possession of New York funds. 
New York exchange is then said to be at a premium in San 
Francisco. Perhaps a few weeks later conditions will be 
reversed and New York be a debtor to San Francisco. There 
will be a surplus of New York money flowing into San 
Francisco with comparatively few people there wanting that 
money. In this case the New York dollar will perhaps be at 
a discount. Of course, no such transactions are on even so 
simple a basis, because both New York and San Francisco 
are doing business with many other cities in the United States, 
and bank balances in one city to the credit of another city may 
be utilized in other directions. 

Passing note may well be taken of some other complexities 
in these operations that make them comparable to foreign 
exchange. Not only does domestic business involve operations, 
with their respective debits and credits, between a great many 
different cities but also the character of trade fluctuates from 
week to week and month to month, and at times there are 
seasonal demands for payments in one direction or another, as 
for example when the cotton crop of the southern part of the 
United States or the grain crop of the northwest has to be 
moved. Furthermore, since the largest commerce of the nation 
is centered at New York and in that city there is the largest 
aggregation of banking capital in the country, it follows that 
New York is the great clearing house for the whole nation and 
that all bankers throughout the country carry accounts or 
keep deposits with correspondent bankers in New York. 
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Bankers in other cities, therefore, are almost always in position 
to pay out New York money on behalf of their clients, through 
selling to their local clients orders on the bankers’ New York 
banking correspondents to pay out the required sums. These 
orders take the form of what are called drafts on New York, 
which bankers make a source of profit to themselves while 
economizing expenses to their clients. These orders to pay, 
or drafts on New York as they are called, are standard values 
throughout the United States. 

The accounts maintained in New York banks by bankers 
in other cities of the country are kept alive by remittances 
back to New York of values received from New York in pay- 
ment of New York indebtedness to other cities, this indebted- 
‘ness arising from dealings in merchandise and in the way of 
large financial, bond or stock transactions. The natural 
fluctuations of supply and demand as between different cities 
of the country bring it about that at one time bankers in San 
Francisco or Chicago may have an undesirably large balance 
in New York and be glad to sell drafts against it at a low price. 
At another time the opposite condition may prevail and the 
Chicago bankers may have very small deposits in New York 
which they are not anxious to deplete further. Then in conse- 
quence of a temporary lack of remittances from Chicago with 
which they might keep their New York balances in a satis- 
factory condition, the Chicago bankers will charge a relatively 
high price for drafts on New York. In essence the principle 
involved, even in domestic exchanges, is founded on the demand 
at one point for money to pay debts at another point and the 
costs involved in liquidating those debts. The same principle 
characterizes the foreign exchanges. 

Exchange between two different nations is primarily depen- 
dent on the principle of the relative and fluctuating business 
carried on between the nations, and London and New York 
are in this respect exactly comparable to the examples of San 
Francisco and New York in the illustration just given; but 
exchange between London and New York is made a little more 
complex by the fact that there exist two different forms of cur- 
rency in the two countries and interest charge is larger because 
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of the additional time required in closing transactions between 
relatively distant points. In all normal times of recent history 
the prices for English money or French moneyin New Yorkand 
the price for American money in London or Paris have fluctu- 
ated solely because of the law of supply and demand for funds 
in any country with which to pay indebtedness in another, 
and fluctuations have been within very narrow limits. 
Developments of the World War and since, which have 
attracted the attention of laymen to the question of the 
foreign exchanges, were due to a variety of other causes 
but are in no respect illustrative of the real principles involved. 
The reali underlying principles in normal times must first be 
understood. 

Like trade within the boundaries of the United States, 
commerce between the United States and England, or the 
United States and France, or between the United Kingdom 
and France, is of fluctuating volume from week to week and 
month to month, with certain seasonal influences also. 
Between these several countries there has been carried on the 
largest international commerce, and New York, London, and 
Paris bankers carry mutual accounts or maintain deposits 
each in the other financial centers. The same was true of 
German bankers before the World War. At one period a 
New York banker will have a surplus of funds to his credit in 
London. There will be a good many merchants in New York 
shipping large quantities of goods to England and wanting 
the New York banker to collect the English indebtedness. At 
the same time there may be few New York merchants owing 
money in England or asking New York bankers to pay out 
money for them in England. The natural consequence follows 
that bankers are not anxious to get more orders to collect 
money in England and they will not pay as much for English 
money as they would be very glad to pay when the course of 
trade is taking a contrary direction and American bankers 
need English money for their London bank deposits; that is, 
to put the matter more scientifically, it may be said that theie 
is a superabundance of demand for English money and a 
scarcity in the demands for remittances of American money 
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to England. Exchange in British pounds is therefore at a 
discount. In the contrary case, when English merchants owe 
relatively little in the United States, but American importers of 
English goods owe a great deal to British manufacturers, then 
New York bankers are called upon to pay out large amounts 
in England for the account of their American clients. The 
bankers’ credit balances in England are reduced and they do 
not want any more instructions to pay out English money. 
They therefore charge a higher price for so doing and the 
British pound sterling is at a premium in New York. 
Settlement of International Indebtedness by Gold Ship- 
ments.—It is entirely possible in international trade, just as 
in domestic trade, to remit actual money in payment of 
indebtedness between New York and London, just as between 
New York and San Francisco. Money in international trade 
means gold, the only recognized standard. Obviously, there 
are considerable expenses involved in shipping gold between 
London and New York, which include the cost of packing and 
labor as well as transportation, since gold coin or gold in 
bars is heavy and by no means so compact as bank notes. 
There is also the cost of insurance and the interest charge. 
None the less, when in one country there is an excess of imports 
over exports which causes bankers to charge exceptionally high 
prices for their services in paying out money from their 
accounts in the other country, then there follows a comparison 
of the cost of actually shipping gold with the prices that bankers 
demand for selling out their bank deposits or credits. The 
point is not infrequently reached when it becomes actually 
cheaper to ship the gold than to pay the bankers’ prices. 
English sterling may be taken as an example. So far as the 
intrinsic value of the gold in the English pound or sovereign is 
concerned, that denomination is worth $4.8665 in American 
money. The costs of transporting gold vary from time to 
time, but usually amount to about 2 cents or 24 cents per 
pound sterling. Accordingly, in normal times before the war, 
when bankers in New York charged as high as $4.88 to the 
pound, then people who wanted to pay English debts shipped 
the actual gold, because it was cheaper to do so. Similarly, 
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when English merchants owed debts in the United States and 
bankers were not willing to give them more than $4.84 in 
American money for the English pound, then England shipped 
gold to the United States. Shipments of gold are, of course, 
banking operations not performed by individual merchants. 
The principle involved is merely that of satisfying indebted- 
ness in the most economical way and what has been said in 
regard to the relations of the American dollar and the pound 
sterling holds true in the relations of the currencies of the 
world each with the other. If debits and credits between any 
two nations do not balance, the value of the currency in one 
country in the money of the second country will depend upon 
the demand for the currencies of each as affected by the course 
of trade. Quotations in one country of the currency of the 
other country depend upon bankers’ eagerness in buying or 
selling that currency. When prices are too high in either 
country, then that country may find it cheaper to ship actual 
gold. 

But since the World War there has been the unprecedented 
spectacle of actual starvation for gold in most countries of the 
world outside of the United States. Thiscountry has possessed 
an unparalleled accumulation, drawn from all other nations, 
so large as to be disquieting to economists and financiers in 
a number of respects. Further, it has been asserted that there 
are larger debts already owing the United States than the 
world’s total stock of gold. Loans to foreign governments and 
foreign commercial and.industrial interests have been made in 
this country averaging $15,000,000 a day over periods of 
many months at a stretch, which relieved the situation to some 
extent, but tremendously heavy interest must flow back to us, 
with ultimate repayment of the loans. The principle still 
holds that merchandise exports should be paid for by merchan- 
dise imports, for otherwise there must be a continued and 
embarrassing flow of gold to the creditor nation, or further 
demoralization of the international exchanges. 

Influence of the Gold Basis for Currency.—Mention has 
already been made of another influence that affects the course 
of the foreign exchanges from time to time, although it is 
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never notable in normal years, that is, the gold value of foreign 
currency. For 40 years before the outbreak of the war in 
1914, no problem of this description had been known in the 
case of any of the principal commercial nations of the world 
whose currencies were on a gold basis, maintained by ade- 
quate reserves and backed by confidence in the abilities of the 
governments to maintain the gold value of their currencies. 
England had suspended gold payments in the war with France 
in 1797, and the United States, in the Civil War of 1861. 
France, however, did not have to suspend gold payments in 
the war with Germany ending in 1870. In the great World 
War in Europe, however, both France and England, to say 
nothing of Germany, not only suspended gold payments, but 
forced all of their citizens to exchange whatever gold they had 
for paper money. This is believed by many financiers 
to have had an influence almost if not quite equal to that of 
supply and demand on the values of English, French, and 
German currencies in the moneys of other countries. 

With English and American exchanges as the most con- 
spicuous illustration, a brief review will now be made of the 
course of exchange during the war and after. The war broke 
out at a time when it happened that merchants of the United 
States were heavily indebted to England, had large payments 
to make with comparatively few English credits in this country 
to offset our debts. In the normal course of commerce the 
United States would in the course of two to four months after 
August 1914 have had large shipments of grain and cotton to 
make to England, which would have balanced this temporary 
American indebtedness. But shipping was suspended, serious 
uncertainty prevailed, gold could not be shipped, and bankers, 
instead of $4.87, demanded $5 and $6 and even more for the 
pound sterling required to liquidate the American debt in 
England. Arrangements were finally made between New 
York and London bankers to stabilize exchange at about $4.90 
through the shipment of large quantities of gold from New York 
to Ottawa to be held by the Canadian Government to the credit 
of the Bank of England. 

This unprecedented condition was, however, promptly 
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reversed when the United States began to ship to England 
and France, and afterwards to all countries of the world, 
their extraordinary demands of all sorts of American supplies 
required in the carrying on of the war itself and because of the 
curtailment of manufacturing and other sources of supplies in 
the belligerent nations. Then followed the result of a tremen- 
dous demand in England to pay debts in the United States, 
and bankers, because of the excess in this demand, were not 
willing to pay more than about $4.50 for a pound sterling. 
This unfavorable price was maintained for some time through 
the shipments from England, and from other countries, of 
tremendous quantities of gold and by the return to the United 
States of many millions of dollars’ worth of American securities, 
bonds and shares of stock, etc., held in England and France by 
investors in those countries which were now sold back to the 
United States to assist in correcting the unfavorable exchange 
rate. Large sums were also invested by prosperous Americans 
in British securities and finally enormous loans were made by 
the United States to England which were utilized by the latter 
in paying British indebtedness in the United States. Then 
for some time the rate of exchange was stabilized, or ‘‘pegged”’ 
in the language of the day, by an arrangement of the British 
government with a prominent firm of New York bankers which 
was authorized to maintain the rate for sterling at a steady 
figure, no matter what influences of supply and demand might 
be at work. It is understood that the British government 
made good to the New York bankers losses which the latter 
experienced. Such losses occurred because other New York 
bankers were willing from time to time to offer sterling at 
much lower rates than those which the British government 
thought it vitally necessary to maintain. The house which 
acted for that government in New York was obliged to 
absorb at the fixed price all such offerings of other bankers in 
order to uphold the artificially “pegged” rate and avoid the 
dreaded demoralization of the sterling market. 

This artificial maintenance of the rate of exchange for 
sterling at $4.483 was withdrawn in March, 1919. Meanwhile 
indebtedness of England to the United States had continued 
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to pile ‘up, and American shipments of commodities grew 
larger and larger while British industry and commerce was 
slowly rehabilitated, with a consequent growing balance of 
trade with the United States unfavorable to England... This 
meant, of course, further extraordinary demands in England 
for American money with which to pay these debts and the 
value of the pound sterling went lower and lower, falling to $3.17 
in the latter part of 1920. This result is by alrnost everybody 
attributed chiefly to the excess of American exports to Great 
Britain over imports into the United States. 

A secondary influence was, it is acknowledged by most 
people, the suspension of gold payments in England, the 
creation of an inflated paper currency, and a good deal of doubt 
in the minds of many as to the actually existing par of exchange 
for the pound. There seems to be little doubt as to the 
relative effect of these influences in view of the fact that the 
pound sterling, although depreciated in value in all other 
countries, did not suffer the percentage of depreciation in 
many countries which it suffered in the United States. It 
depreciated over 30 per cent. in the United States, while in 
Spain and Canada its depreciation was only about 20 per cent., 
and it remained very nearly at parin Sweden. The greatest of 
all influences must therefore have been the law of supply and 
demand, because it was the United States that enjoyed a 
tremendous credit balance of trade, many times more than 
the volume of British commerce with any of these other 
countries, and the unfavorable balance of trade against Great 
Britain was greater than that of any other country. 

How Bills of Exchange may Balance Debits and Credits. 
Thus far the term ‘“‘bill of exchange’? has been studiously 
avoided in the preceding consideration of the exchange prob- 
lem. Mention has been made of requests of and orders on 
bankers to pay out money. It has been shown how bankers 
within the boundaries of a single nation, like bankers in San 
Francisco and Chicago, may sell drafts against their balances 
with their New York banking correspondents and the drafts 
may be utilized by merchants in San Francisco or Chicago in 
paying their New York indebtedness. The same thing is done 
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in international commerce. As has been noted, New York 
bankers carry balances in London banks, in Paris banks, etc., 
and London and Paris bankers carry accounts in New York 
banks. A bank in one of these cities may issue an order to its 
correspondent bank in another of the cities to pay out from its 
balance a certain sum of money and that order may be called 
a check, or a draft, or a bill of exchange. The word check in 
this connection must be discarded because it has a slightly 
different signification in international banking. The words 
draft and bill.of exchange are, however, used interchangeably. 
Bills of exchange are not, however, restricted to bankers’ use. 
In international business they are commonly employed by 
merchants, and the question of the deposits or credits of a given 
bank in a foreign country need not enter into the problem. 

The use of bills of exchange is said to have originated in 
Carthage in remote days before the Christian era when they 
were represented by stamped bits of leather. Their advantages 
were first recognized by the Italians and gradually their use 
spread over Europe, becoming common as early as the 13th 
century. Today, virtually the whole commerce of the world is 
carried on by means of bills of exchange. 

A merchant in New York ships a quantity of machinery to 
France. At the same time a French silk manufacturer ships 
a quantity of his product to the United States. If these two 
could get together, the indebtedness of one might more or less 
nearly offset the indebtedness of the other. Since, however, 
the machinery exporter has not sold his machinery to the 
French silk manufacturer but to some one else in France, and 
since the New York machinery house is not the customer of the 
French silk manufacturer, the immediate direct balancing of 
debits and credits between the two houses is impossible. 
The American machinery exporter may, however, draw a bill 
against his customer in France, that is, address an order to 
him to pay over to somebody else the money he owes, and the 
machinery house may deliver this order against his debtor to 
some one else or may sell it for a valuable consideration, perhaps 
for par. The same course may be followed by the silk manu- 
facturer as regards his shipment to the United States and the 
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debt therefor owed to him in this country. As the simplest 
imaginable illustration, suppose that the New York exporter 
of machinery happens to be acquainted with the other New 
York house that has bought the French silk. The machinery 
man may say to the silk man, “I have some money due me in 
France and I know that you owe some money in France. Here 
is an order on my customer in France to pay over what he 
owes to me to your creditor, the French silk manufacturer.” 
Accordingly, the American importer of silk pays in cash to the 
machinery exporter the amount called for by the latter’s order 
to pay, or bill of exchange, against the machinery man’s cus- 
tomer in France; the silk importer then remits this document 
to his creditor in France, who upon its receipt will take it 
around to the office of the concern that has bought the Ameri- 
can machinery and owes the money involved, receive pay- 
ment from that concern, whereupon the silk manufacturer 
credits this amount to the account of his debtor in New York. 
In comparatively few instances does it happen that an exporter 
in a country is familiar with importers in that country who owe 
money in other countries where the exporter has debtors. 
‘Accordingly, most of these drafts or bills of exchange drawn 
against foreign debtors are placed in the hands of bankers for 
collection, and it is the supply or demand for such bills of 
exchange that makes the foreign-exchange market, which 
establishes the basis for the fluctuations in the rates of exchange, 
at least between all countries having a gold basis for their 
currencies, as was the case of the leading commercial countries 
prior to 1914. 

Foreign-Exchange Banking.—It is not advisable here to 
follow in intimate detail the operations of bankers who deal in 
foreign exchange. That is a highly complicated business and 
should, so far as details are concerned, be studied by itself. 
The basic principle involved is that international bankers 
maintain balances in other banks at the principal financial 
centers of the countries with which there are the largest com- 
mercial or financial operations. Or, through close relations, 
they have certain credit facilities extended to them which, how- 
ever, are usually in addition to balances that are maintained 
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or they temporarily take the place of such balances when the 
latter have been exhausted for a few days or weeks. In order 
to maintain these foreign balances, an international banker is 
ready to purchase the bills of exchange drawn by exporters in 
his own country against customers for their goods in another 
country, and the banker sends these bills abroad for collection, 
instructing his foreign corresponding bank to credit his account 
with the proceeds of the bills so remitted. Since even a 
large bank does not desire and cannot afford to carry extremely 
heavy balances in a great many different foreign banks, the bank 
wishes to sell to importers of foreign goods in its own country 
its own checks against its balances abroad, wherever its own 
importers have to pay out money to people from whom they 
have purchased their imported commodities. International 
bankers profit from these transactions by buying bills of 
exchange payable. in a foreign country at one rate of exchange 
and selling their checks against their balances abroad at a 
slightly higher rate. The difference in rates, even if only a 
small fraction of 1 per cent., may amount to a large sum when 
daily and weekly transactions run into many millions. 

Essentially simple in principle as are such operations of 
bankers, they become complicated through the demands of 
modern commerce. For a great many different reasons, it 
may be necessary for a bank to deal in cable transfers of funds. 
A simple message by wire may instruct a foreign correspond- 
ing bank to pay out from the international bank’s credit a 
certain amount of money. This is practically an instantane- 
ous transaction; at least, in normal times, it is completed in 
the course of a few hours. The rates of exchange on such 
transactions which involve no interest charge, therefore 
differ from rates on ordinary commercial bills that are trans- 
mitted by post and may take some time to arrive at foreign 
destination, therefore requiring calculation of interest for 
from one to six weeks. 

Again, as has already been noted, such a bill of exchange 
may be so drawn as to be payable by the drawee the moment it 
is presented to him, or may be payable 30, 60 or 90 days there- 
after. In such case the rate of exchange quoted must include 
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the appropriate charge for interest to cover the time to elapse 
before actual collection of the money involved. Furthermore, 
an international banker who buys a commercial bill of exchange 
that is payable in the foreign country on which it is drawn, say, 
90 days after it arrives, must take measures to sell a correspond- 
ing amount of the foreign currency involved to be debited 
against his bank balance with his foreign banking correspond- 
dent at about the same time that the collection will be made. 
The rates for one operation, buying and collecting a foreign bill, 
and for the other, selling orders against his foreign balance, 
must be so arranged at slightly differing rates so as to show 
the international banker a profit. 

Exchange Operations in Futures.—Dealing in “futures” 
is influenced not only by such causes as those just described, 
but even more largely by speculation in the course of the 
exchanges. Suppose, for example, that an American importer 
of jute from India knows that three, four, or six months in 
the future he is going to have large sums to pay to the Indian 
shippers from whom he makes purchases. The question of the 
price at which he can buy Indian rupees with which to pay 
these suppliers of jute is an important one, and, looking into 
the future, the importer may want to assure himself as to his 
exact cost, and will therefore inquire of international bankers for 
rates at which they will sell Indian rupees payable four months 
or six months ahead. The importer may decide that it will 
be cheaper for him to buy this Indian exchange at once, rather 
than risk a turn in the exchange which may be unfavorable to 
him four months or six months in the future. Selling such 
exchange, the bank must turn around and protect itself as well 
as earn a profit by finding some one from whom it can buy a 
corresponding amount of exchange on India at a suitable 
price. Bankers themselves may speculate in this fashion on 
the future course of exchange rates, backing their own judg- 
ment as to what that course is likely to be and knowing that 
at a certain time in the future there will be heavy volumes of 
trade to be financed in one way or another. 

Futures may, however, be utilized by exporters and import- 
ers for precisely the opposite reason; that is, to avoid risk in 
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the rise and fall of exchange. A large buyer of American 
goods in England, France, or in most foreign countries, when 
he places an order knows exactly what its total value will be 
in dollars and he knows what those dollars cost him today in 
pounds, francs, or any other local currency. But will dollars 
cost him more or less at some time in the future? He orders 
those goods to be shipped at a certain time and can therefore 
calculate that they must be paid for at some other certain time, 
perhaps three, four, or six months in the future. His local 
banker will contract to sell him dollars for payment at such 
time, basing his price for dollars three or four months in the 
future on the day’s price for dollars, irrespective of whatever 
fluctuations in the exchange rate may occur during these 
three or four months. The buyer is then independent of 
exchange, he knows exactly what his goods will cost him in his ~ 
own money—the money in which he has to resell them. 

This possibility has also been utilized by American exporters 
in order to offer to some foreign customers the highly desirable 
feature of prices in their own currency, without running the 
risk of losing money in their foreign-money quotations through 
a drop in the exchange rate. Thus a manufacturer having a 
competent agent in Great Britain has determined, through con- 
ference with that agent, approximately how many goods will be 
sold in Great Britain within four months or six months. Then 
the manufacturer goes to his New York banker and contracts 
to buy the requisite amount of pounds sterling four or six 
months in the future, at a rate of exchange fixed by the banker 
when the arrangement is made. The manufacturer is then 
able to convert his dollar prices into sterling prices at that rate. 
He can safely make prices in pounds, shillings, and pence 
to his British customers—neither they nor he take any 
chances on the rate of exchange. When the time comes for the 
manufacturer to buy the amount of pounds which he contracted 
to buy four or six months earlier, he pays for them with the 
drafts drawn in pounds against his British customers to whom 
he has meanwhile been shipping. 

Arbitrage in Exchange.—International bankers also have to 
operate in the arbitrage of foreign exchanges; that is, buying 
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or selling bills drawn on a second country, but payable in a 
third country. For example, before the World War the 
larger part of commercial transactions with Brazil, Argentina, 
Chile, China, and Japan were drawn by American exporters in 
British currency; that is, the pound sterling. These bills 
were payable by the drawees in London exchange. By this 
is meant that the importer in Buenos Aires, for example, when 
he had to pay a bill drawn upon him by an American shipper did 
so in the form of another bill, which he bought from a Buenos 
Aires banker, drawn in sterling payable at a London bank. 
This course was developed because of the primacy of London 
as the world’s financial center and the unrivaled volume of 
international finance that centered in London, which gave 
bankers in that city facilities not elsewhere approached. Take 
another interesting illustration. An Australian banker makes 
a large shipment of gold to Calcutta. While this gold is afloat, 
he offers it, in terms of Indian rupees, to a large London bank- 
ing house, which accepts the offer but on looking over the 
British market does not find very favorable offers for the Indian 
rupees that it has to sell. Accordingly, the London house 
cables to its New York correspondent and the latter is able 
to get a little better price in New York for the rupees involved. 
The relations of the Australian, the Indian, the London, and the 
New York bankers evidently become somewhat complicated, 
since all make profits out of the single transaction, and balances, 
sales, and purchases of exchange must be made in several 
different directions and currencies. 

So far, merely commercial bills of exchange have been 
described, but bankers are also called upon to handle a large 
volume of finance bills, that is, bills drawn to cover purchases 
or sales of shares of stock, or bonds, or remittances for govern- 
ment account in one direction or another, or the bills of other 
local bankers drawn on their own account against or in favor of 
their balances with some foreign correspondents. Not every 
bank is able on a given day, or in one week, to equalize its own 
purchases and sales of foreign exchange in the shape of com- 
mercial bills. When one bank purchases a considerable 
volume of bills drawn against a certain foreign market, it may 
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not be able to sell its commercial customers a similar amount 
of that foreign exchange; therefore, it sells it to other neighbor- 
ing banks who may require such exchange. Bankers’ checks 
usually command a slightly more favorable rate than do ordi- 
nary commercial bills because of the undoubted financial 
responsibilities of the parties involved. 

American Banks in Foreign Trade.—Let us give American 
banks due credit—they have made long strides toward reach- 
ing the position in world financing which they ought to occupy. 
But we need not vainly imagine that they are yet so expert, or 
even so satisfactory in their foreign trading relations as we 
would like to have them and as they ought to be. Before 1914 
there was only one American bank solely devoted to foreign 
trade and only three or four who knew anything at all about it, 
or tried to operate (and only on a very limited scale) in foreign 
exchange. The requirements of our exporters were taken care 
of, adequately taken care of, too, by private bankers specializ- 
ing in foreign exchange operations and by branches in New York 
of foreign banks established there for the express purpose of 
conducting that business. The tremendous expansion of our 
trade and finance from 1914 to 1920 brought into the foreign 
banking field every considerable bank in New York and most 
banks in every other important American city. They took 
care of our export business as well as they knew how, gaining 
experience from month to month. If they gained a little con- 
ceit at the same time, who can blame them? They had to meet 
problems formerly unknown to them, some problems unpre- 
cedented anywhere. Only a few of the many foreign branches 
that they established now remain—for many were opened with- 
out due consideration and with totally inadequate or unfit 
management. Much water has passed under the bridge since; 
no doubt a great many lessons have been learned—some of 
which may conduce to better satisfaction and better facilities 
in financing our export trade. 

But it will be well for our American banks, as for every 
export executive, to remember that as this page is written 
there exist in New York no less than 36 branches or agencies of 
foreign banks competing for American bills of exchange. 
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Exporters will utilize the most advantageous tools at their 
disposal. Ifthe largest bank in the United States declares that 
it loses money on its foreign draft business and only offers it 
as a “‘service”’ to its depositors and a facility to its correspond- 
ents abroad, it is well to remember that branches here of 
foreign banks assert that they make profits from the same 
sort of businessand want more. If American banks attempt to 
make exporters who wish to sell their foreign drafts to them 
maintain credit balances on their books, they may be empha- 
tically reminded that these foreign banks do not carry deposit 
accounts, are not permitted to do so, and are still willing to 
take a chance on the signatures of responsible drawers of 
drafts, who are not otherwise their customers. 

The wise export executive patronizes any and all banks 
that offer him attractive advantages—he seeks out the means 
that will give him and his export customers greatest profit and 
satisfaction. Banking is just as much a business as is hard- 
ware manufacturing. 
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APPENDIX 
AMERICAN FOREIGN TRADE DEFINITIONS 


Adopted at a conference participated in by the National 
Foreign Trade Council, Chamber of Commerce of the U.S.A., 
National Association of Manufacturers, American Manu- 
facturers’ Export Association, Philadelphia Commercial 
Museum, American Exporters’ and Importers’ Association, 
Chamber of Commerce of the State of N. Y., N. Y. Produce 
Exchange, and N. Y. Merchants’ Association, held in India 
House, N. Y., on December 16, 1919. 





As the most certain means of insuring unmistakable clarity 
in terms and conditions of sale, the Conference voted to recom- 
mend to manufacturers and exporters that all use of abbrevi- 
ated forms of export price quotations be abandoned, and that 
such terms be written out in full. 

The Conference recognized, however, that this recommenda- 
tion is not likely to be accepted generally at once; and there- 
fore, in the hope of effecting a simplification and standardiza- 
tion of American practice, it adopted the following statement 
of definitions of the abbreviated forms in more common and 
general use in the export trade. The Conference strongly 
recommends to manufacturers and exporters that wherever 
abbreviated forms of export quotations are employed, the 
forms herein defined be used, as far as possible, to the exclusion 
of other forms. 


DEFINITIONS OF ExPpoRT QUOTATIONS 


These are, in their order, the normal situations on which an 
export manufacturer or shipper may desire to quote prices. 
It is understood that unless a particular railroad is specified, 
the property will be delivered to the carrier most conveniently 
located to the shipper. If the buyer, for the purpose of 
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delivery, or in order to obtain lower transportation charges, 
desires that the goods be delivered to a carrier further removed 
from the shipper and entailing a greater cost than delivery to 
the carrier most favorably situated, the carrier to which the 
buyer desires delivery of the goods should be named in the 
quotation. The term “‘cars or lighters” as used herein, is 
intended to include river, lake or coastwise ships, canal boats, 
barges, or other means of transportation, when so specified in 
the quotation. ., 

1. When the price quoted applies only at inland shipping 
point and the seller merely undertakes to load the goods on or 
in cars or lighters furnished by the railroad company serving the 
industry, or most conveniently located to the industry, with- 
out other designation as to routing, the proper term is: 

“F. O. B. (named point)” 
Under this quotation: 
A. Seller must 
(1) place goods on or in cars or lighters 
(2) secure railroad bill of lading 
(3) be responsible for loss and/or damage until goods 
have been placed in or on cars or lighters at for- 
warding point, and clean bill of lading has been 
furnished by the railroad company. 
B. Buyer must 
(1) be responsible for loss and/or damage incurred 
thereafter 
(2) pay all transportation charges including taxes, if 
any 
(3) handle all subsequent movement of the goods. 

2. When the seller quotes a price including transportation 
charges to the port of exportation without assuming responsi- 
bility for the goods after obtaining a clean bill of lading at 
point of origin, the proper term is: 

“F, O. B. (named point) Freight Prepaid to (named point on 
the seaboard)”’ 

Under this quotation: 

A. Seller must 
(1) place goods on or in cars or lighters 
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(2) secure railroad bill of lading 
(3) pay freight to named port 
(4) be responsible for loss and/or damage until goods 
have been placed in or on cars or lighters at forward- 
ing point, and clean bill of lading has been furnished 
by the railroad company. 
B. Buyer must 
(1) be responsible for loss and/or damage incurred 
thereafter 
(2) handle all subsequent movement of the goods 
(3) unload goods from cars 
(4) transport goods to vessels 
(5) pay all demurrage and/or storage charges 
(6) arrange for storage in warehouse or on wharf where 
necessary. 
3. Where the seller wishes to quote a price, from which the 
‘buyer may deduct the cost of transportation to a given point 
on the seaboard, without the seller assuming responsibility 
for the goods after obtaining a clean bill of lading at point of 
origin, the proper term is: 
“B_O. B. (named point) Freight Allowed to (named point on 
the seaboard)”’ 
Under this quotation: 
A. Seller must 
(1) place goods on or in cars or lighters 
(2) secure railroad bill of lading 
(3) be responsible for loss and/or damage until goods 
have been placed in or on cars or lighters at forward- 
ing point, and clean bill of lading has been furnished 
by the railroad company. 
B. Buyer must 
(1) be responsible for loss and/or damage incurred 
thereafter 
(2) pay all transportation charges (buyer is then entitled 
to deduct from the amount of the invoice the 
freight paid from primary point to named port) 
(3) handle all subsequent movement of the goods 
(4) unload goods from cars 
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(5) transport goods to vessel 

(6) pay all demurrage and/or storage charges 

(7) arrange for storage in warehouse or on wharf where 
necessary. ‘ 

4. The seller may desire to quote a price covering the trans- 
portation of the goods to seaboard, assuming responsibility for 
loss and/or damage up to that point. In this case the proper 
term is: 

“F. O. B. Cars (named point on seaboard)”’ 
Under this~quotation: 
A. Seller must 

(1) place goods on or in cars 

(2) secure railroad bill of lading 

(3) pay all freight charges from forwarding point to 
port on seaboard 

(4) be responsible for loss and/or damage until goods 
have arrived in or on cars at the named port. 

B. Buyer must 

(1) be responsible for loss and/or damage incurred 
thereafter 

(2) unload goods from cars 

(3) handle all subsequent movement of the goods 

(4) transport goods to vessel 

(5) pay all demurrage and/or storage charges 

(6) arrange for storage in warehouse or on wharf where 
necessary. 

5. It may be that. the goods, on which a price is quoted 
covering the transportation of the goods to the seaboard, con- 
stitute less than a carload lot. In this case, the proper term is: 

“F. O. B. Cars (named port) L. C. L.” 
Under this quotation: 
A. Seller must 

(1) deliver goods to the initial carrier 

(2) secure railroad bill of lading 

(3) pay all freight charges from forwarding point to 
port on seaboard 

(4) be responsible for loss and/or damage until goods 
have arrived on cars at the named port. 
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B. Buyer must 

(1) be responsible for loss and/or damage incurred 
thereafter 

(2) handle all subsequent movement of the goods 

(3) accept goods from the carrier 

(4) transport goods to vessel 

(5) pay all storage charges 

(6) arrange for storage in warehouse or on wharf where 
necessary. 

6. Seller may quote a price which will include the expense 
of transportation of the goods by rail to the seaboard, includ- 
ing lighterage. In this case, the proper term is: 

“RB. O. B. Cars (named port) Lighterage Free’ 

Under this quotation: 

A. Seller must 
(1) place goods on or in cars 
(2) secure railroad bill of lading 
(3) pay all transportation charges to, including lighter- 

age at, the port named 
(4) be responsible for loss and/or damage until goods 
have arrived on cars at the named port. 

B. Buyer must 

(1) be responsible for loss and/or damage incurred 
thereafter 

(2) handle all subsequent movement of the goods 

(3) take out the insurance necessary to the safety of 
the goods after arrival on the cars 

(4) pay the cost of hoisting goods into vessel where 
weight of goods is too great for ship’s tackle 

(5) pay all demurrage and other charges, except lighter- 
age charges. 

7. The seller may desire to quote a price covering delivery 
of the goods alongside overseas vessel and within reach of its 
loading tackle. In this case, the proper term is: 

“RB. A. S. vessel (named port)”’ 

Under this quotation: 

A. Seller must 
(1) transport goods to seaboard 
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(2) store goods in warehouse or on wharf if necessary, 
unless buyer’s obligation includes provision of ship- 
ping facilities 

(3) place goods alongside vessel either in a lighter or on 
the wharf 

(4) provide the usual dock or ship’s receipt 

(5) be responsible for loss and/or damage until goods 
have been delivered alongside the ship or on wharf. 

B. Buyer must 

(1) be responsible for loss and/or damage thereafter, 
and for insurance 

(2) handle all subsequent movement of the goods 

(3) pay cost of hoisting goods into vessel where weight 
of goods is too great for ship’s tackle. 

8. Theseller may desire to quotea price covering all expenses 
up to and including delivery of the goods upon the overseas 
vessel at a named port. In this case, the proper term is: 

“F. O. B. vessel (named port)”’ 

Under this quotation: 

A. Seller must 

(1) meet all charges incurred in placing goods actually 
on board the vessel 

(2) provide the usual dock or ship’s receipt 

(3) be responsible for all loss and/or damage until goods 
have been placed on board the vessel 

B. Buyer must 

(1) be responsible for loss and/or damage thereafter 

(2) handle all subsequent movement of the goods. 

9. The seller may be ready to go farther than the delivery 
of his goods upon the overseas vessel and be willing to pay 
transportation to a foreign point of delivery. In this case, the 
proper term is: 

“C. & F. (named foreign port)” 

Under this quotation: 

A. Seller must 

(1) Make freight contract and pay transportation 
charges sufficient to carry goods to agreed destina- 
tion 
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(2) deliver to buyer or his agent clean bills of lading to 
the agreed destination 

(3) be responsible for loss and/or damage until goods ° 
have been delivered alongside the ship and clean 
ocean bill of lading obtained (seller is not responsible 
for delivery of goods at destination) 

B. Buyer must 

(1) be responsible for loss and/or damage thereafter 
and must take out all necessary insurance 

(2) handle all subsequent movement of the goods 

(3) take delivery and pay costs of discharge, lighterage 
and landing at foreign port of destination in accord- 
ance with bill of lading clauses 

(4) pay foreign customs duties and wharfage charges, if 
any. 

10. The seller may desire to quote a price covering the 
cost of the goods, the marine insurance on the goods, and all 
transportation charges to the foreign point of delivery. In 
this case, the proper term is: 

“C. I. F. (named foreign port)” 
Under this quotation: 
A. Seller must 

(1) make freight contract and pay freight charges 
sufficient to carry goods to agreed destination 

(2) take out and pay for necessary marine insurance 

(3) deliver to buyer or his agent clean bills of lading to 
the agreed destination, and insurance policy and/or 
negotiable insurance certificate 

(4) be responsible for loss and/or damage tht goods 
have been delivered alongside the ship, and clean 
ocean bill of lading and insurance policy and/or 
negotiable insurance certificate have been delivered 
to the buyer, or his agent. (Seller is not respon- 
sible for the delivery of goods at destination, nor 
for payment by the underwriters of insurance 
claims) 

(5) provide war risk insurance, where necessary, for 
buyer’s account 

Ex Ex—34 
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B. Buyer must 

(1) be responsible for loss and/or damage thereafter, 
and must make all claims to which he may be 
entitled under the insurance directly on the under- 
writers 

(2) take delivery and pay costs of discharge, lighter- 
age, and landing at foreign port of destination in 
accordance with bill of lading clauses 

(8) pay foreign customs duties and wharfage charges, 
if any. 

EXPLANATIONS OF ABBREVIATIONS 


wi Alert cd pale a Free on board 
i ae ine tad ae Free along side 


Fh dea corti re Cost and freight 
iui Stati a ta Cost, insurance, and freight 
i a tM aa rt -,. Less than carload lot 


GENERAL RECOMMENDATIONS 


In reaching the conclusions set forth in this statement the 
Conference considered the fact that there are, in more or less 
common use by manufacturers in different parts of the United 
States, numerous variations of these abbreviations, practically 
all of which are employed to convey meanings substantially 
synonymous with those here defined. For instance, there are 
manufacturers who quote “‘F. O. B. Cars,” ‘“F. O. B. Works,” 
“F. O. B. Mill,” or ““F. O. B. Factory,”’ meaning that the seller 
and buyer have the same responsibilities as those set forth in 
section 1. The Conference considered all those variations and 
determined to recommend the use of ‘‘F. O. B. (named point),”’ 
ast. OCB. Detroit as het) Be Pittsburgh,” etc. Of the 
considerable number of these abbreviations which are used in 
the United States, the Conference felt that the form “‘F. O. B. 
(named point)” is most widely used and understood, and there- 
fore should be adopted as the standard of practice, 

The chief purpose of the Conference is to simplify and 
standardize American practice, and to that end it urges manu- 
facturers and exporters to cease the use of synonymous 
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abbreviations and quote habitually in the terms here recom- 
_ mended, just as far as these terms will cover the price condi- 
tions which it is desired to arrange with the buyer. 

Variations of the abbreviations recommended in other 
sections also are in more or less common use throughout the 
United States. The recommendations of the Conference set 
forth above apply to them with the same force as to those cited 
under section 1. 

Manufacturers and exporters are urged to bear in mind that 
the confusion and controversies which have arisen have sprung 
in part from the use of an excessive number of abbreviated 
forms with substantially similar meanings, as well as from the 
use of abbreviations in a sense different from their original 
meanings, or in an application not originally given them and 
different from the sense or application understood by foreign 
buyers. 

In simplified and standardized practice lies the best hope 
of reducing confusion and avoiding controversy. 

The Conference urges upon manufacturers and exporters the 
very great importance at all times of making their intention 
in whatever quotations they employ so thoroughly clear as to 
be impossible of misunderstanding or misinterpretation. It 
is much better to take the time and space at the outset to make 
the quotation clearly understood, than to be compelled in the 
end to go through vexatious controversy or litigation, which 
costs not only time and expense but customers as well. Mis- 
understandings can best be avoided if the seller will formulate 
a written statement of the general conditions under which his 
sales are to be made, and will see that the foreign buyer possesses 
these terms of sale when considering a quotation. The items 
which may be included in such a statement, deal with: deliv- 
ery, delays, partial shipments, shipping instructions, inspec- 
tion, claims, damage, and payment. [If all contingencies are 
thus covered by carefully considered conditions of sale, dis- 
putes will largely be prevented. 

The quotation ‘“F. O. B. (named port)” as ‘“F, O. B. New 
York,” “F. O. B. New Orleans,” ‘‘F. O. B. San Francisco,”’ 
is often used by inland producers and distributors to mean 
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merely delivery of the goods at railway terminal at the port 
named. This abbreviation originated as an export quotation 
and had no application to inland shipments. It was used 
only to mean delivery of\the goods upon an overseas vessel at 
the port named. That, in fact, is the meaning universally 
given to the phrase among foreigners, and is the meaning which 
the best practice among exporters requires it invariably to have. 
But because of the confusion which has arisen through the use 
of that form with a different meaning by inland producers 
and distributors, and in the interest of unmistakable clarity, 
the Conference most strongly urges the invariable use by 
American manufacturers and exporters of the form “F. O. B. 
Vessel (named port.) This adds only one word to the 
abbreviated form and has the great advantage that it cannot 
be misunderstood. It also avoids the difficulty which might 
arise among foreigners not always well versed in American 
geography, through confusing an inland forwarding point with 
a shipping port at seaboard. 

The Conference calls attention to the fact that in selling 
“F. A. S. Vessel’”’ manufacturers and exporters should be care- 
ful to have their agreements with buyers cover explicitly the 
question of responsibility for loss after goods have been 
delivered on the wharf or alongside the vessel and before they 
are actually loaded on the ship. There is no generally 
established practice on this point. The recommendation of 
the Conference in the definitions of responsibility under section 
7, sets up a rule which it is hoped will lead to the establishment 
of a standard practice. 

It is understood that the provision of lighterage covered in 
several of these recommendations is only within the usual free 
lighterage limits of the port, and that where lighterage outside 
such limits is required, it is for buyer’s account. 

In order to avoid confusion in another particular, atten- 
tion is called to the care which must be exercised in all 
cases in making weight quotations. The net ton, the gross 
ton, and the metric ton, all differ in weight. Similarly there 
is a variation in the use of the term “hundredweight” to mean 
either 100 pounds or 112 pounds. Itis, therefore, not sufficient 
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to quote a price per “‘ton’’ or per “hundredweight.” Instead 
the Conference recommends the use of the terms “‘ton of 2,000 
Ibs.,”’ ‘‘ton of 2,240 lbs.,”’ or “ton of 2,204 lbs.,”’ etc., whichever 
is intended. 

It is also important to note that a carload lot in the United 
States means the quantity of the particular commodity in 
question necessary to obtain the carload freight rate for 
transportation on American railways. This quantity varies 
according to the commodity and also varies in different parts 
of the country. Certain commodities being more bulky than 
others, the minimum carload for them is less than for heavier 
products occupying less space. The load required may range 
anywhere from 12,000 to 90,000 pounds. Consequently it is 
important, when quoting prices applicable to carload lots, to 
so state and to specify the minimum weight necessary to make 
a carload lot of the particular commodity for the particular 
shipment in question. 

The Conference points out that in quoting “CG 18d hot 
“C. I. F.,” manufacturers and exporters moving large quanti- 
ties of material by one vessel should be careful to ascertain in 
advance the buyer’s capacity to take delivery. This because, 
under these terms and as a condition of making the freight 
rate, transportation companies may require a certain rate of 
discharge per day, and that rate of discharge might be in excess 
of the buyer’s capacity to take delivery. In such event an 
adjustment with the transportation company would be neces- 
sary, which might affect the freight rate and consequently the 
price to be quoted. 

The Conference also strongly urges shippers clearly to under- 
stand the provisions of their insurance protection on all foreign 
sales, irrespective of the general terms used thereon. Inalmost 
all cases it should be possible, when making shipments by 
steamer, to obtain insurance cover giving full protection from 
primary shipping point to designated seaport delivery, and/or 
foreign port delivery. As ordinary marine insurance under 
F. P. A. conditions, i. ¢, free of particular average, gives no 
protection against deterioration and/or damage to the merchan- 
dise itself while in transit, when caused by the recognized 
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hazards attending such risks, shippers should endeavor in all 
cases to obtain insurance under W. P. A. (S. P. A.) conditions, 
1. e. with particular average (subject to particular average), 
when in excess of the customary franchise of 3% to5%. Under 
such form of insurance, underwriters will be called upon to pay 
claims for damages when these exceed the stipulated franchise. 

The Conference points out that inasmuch as fees for consular 
invoices and similar items are arbitrary charges fixed by foreign 
governments, they are not included in the terms of C. & F. or 
C. I. F. quotations, and it is part of the duty of the buyer to 
meet them. 

Finally, the Conference strongly recommends, as a most 
effective measure of simplification, the general practice of. 
quoting for export, as far as possible, either ‘‘F. A. S. Vessel,” 
“F. O. B. Vessel” or “C. I. F.”” Concentration on this small 
list, all of which terms are readily understood abroad and are 
difficult of misinterpretation, will, it is felt, be markedly 
influential in avoiding confusion and controversy. 

The conclusions and definitions set forth above are the 
recommendations of a Conference which was composed of 
representatives of nine of the great commercial organizations of 
the United States interested in foreign trade. Not all have 
as yet the force of law or long established practice; but it is the 
hope and expectation of the Conference that these recom- 
mendations will receive such adherence on the part of American 
producers and distributors, as to make them in fact the standard 
American practice. And it is therefore, expected that in due 
time they will receive the sanction of legal authority. 
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